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NOTE. 
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Us. A r. 
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CHAPTER I. 


Introductory. 


1. The claim to protection made on behalf of the Paper industry 
,, , i - o I was referred falonir with four other industries) 
Beference to the Board. Tariff Boafd in the Kosolution of the 

Government of India in the Commerce Department Ko. 38-T., dated 
the 10th April 1924, which is reproduced below: — 


In pursuance of paragraph 3 of the Resolution of the Govern¬ 
ment of India, Department of Commerce, Ho. 3748., 
dated 10th July 1923 (Tariffs), the Government of India 
have decided to refer to the Tariff Board for examina¬ 
tion applications for protection received from the follow¬ 
ing industries, viz., Paper, * * * * 

. (2) In making its enquiry the Tariff Board will be guided by 
the principles laid down in the Resolution adopted by 
the Legislative Assembly on February 16th,. 1923, and 
in particular, will consider how its recommendations, if 
it makes any, will affect industries using these articles. 
The Tariff Board will conduct its enquiry into these* 
applications in any order it deems most convenient. 

(3) Firms or persons interested in any of these industries, or in 
industries dependent on the use of these articles, who 
desire that their views should be considered by the Tariff 
Board, should address their representations to the 
Secretary to the Board, Simla/’ 

The original claim to protection for paper was put forward by the 
Indian Paper Makers’ Association* in a representation dated 15th 
June 1923 and addressed to the Government of India in the Com¬ 
merce Department. Subvsequently, in January 1924 the India 
Paper Pulp Companj^ Limited, joined in the demand, and at the 
same time asked that a protective duty might be' imposed on paper 
pulp imported from abroad. 


2. The procedure adopted by the Board in their enquiry into the 
^ , Paper industry (as well as in the other en- 

quiries simultaneously made over to them) 
was outlined in a Press Communique issued on the 17th April 1924. 
The object sought to be attained was that the case for protection 
should be fully elucidated, both in the written statements of the 
paper-making firms and in the oral evidence of their representatives, 
and that the evidence should thereafter be published, and all 


*This body includes only two firms, viz .:—^The Titagbiir PaiJCr Mills Com¬ 
pany, Limited, and the Bengal Paper Mill Company, Limited. 
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intercLstecl in the subject invited to lay their opinions before the 
3oard. This was the procedure actually followed. A detailed 
‘questionnaire was drawn up and sent to the various paper mills on 
the 16th May 1924. Keplies were received from seven firms, and 
the representatives of four of them were examined orally at Simla 
on various dates between the 28rd June and the 24th July. From 
Simla the Board proceeded to Dehra Dun, where Mr. 11. 8. Pearson, 
Forest Economist, and Mr. W, Raitt, Cellulose Expert, of the 
Forest Research Institute were examined orally. The evidence thus 
taken, together with the opinions received from certain Local 
Oovernments and others, was published on the 8th September. A 
TeprevSentative of the Deccan Paper Mills Company, Limited -one 
of the three firms who sent replies to the questionnaire but did not 
give orai^ ,evidence in Simla—was examined orally at Poona in 
November. Neither of the other two companies—the Punjab Paper 
Mills Company, Limited, and the Carnatii', Paper Mills Company, 
Limited—has yet completed its mill or commenced manufacture, and 
oral evidem^e was not given on their behalf. 

y. We had hoped to publish the evidence of the applicants by 
the end of July at the latest, but the mills 
Kvtdefi<j» tha found it impossible to draw Up their repliovS 

to the questionnaire as soon as had been 
expected, and difficnilty was experienced in arranging dates for the 
oral examination of their representatives. The result was to delay 
by five or six weeks the publication of the evidence, and this inevi¬ 
tably retarded the completion of the enquiry. Representations w^ere 
received from 32 persons and firms other than the manufacturers of 
paper, and 16 witnesses were examined orally, 7 at Bombay in 
September, 2 at Poona in November and 7 at Calcutta in December. 
All the members of the Board visited the Titaghur and Kankinara 
mills of the Titaghur Paper Mills Company, Limited, and the 
Naihati mill of the India Paper Pulp Company, Limited, in August, 
and two members visited the Lucknow mill of the Tipper India 
Couper Paper Mills Company, Limited, in the same month. We 
are under a. deep obligation to the iin-oflicial witnesses who respon¬ 
ded to the Board’s invitation to express their opinions on the claim 
to protection, and it was evident that much (‘are and thought had 
been devoted to the preparation of several of the replies sent in. 
We desire to acknowdedge also valuable information supplied by 
Local (Joveriiments in response to the enquiries addressed to them, 
and by the Controller of Printing, Stationery and Stamps, who also 
gave oral evidence. Mr. Pearson and Mr. Raitt of the Forest 
Research Institute placed unreservedly at our disposal the informa¬ 
tion acquired by laborious investigatioiivS extending over many 
years, and, by directing our attention to important aspects of the 
subject, they furnished very useful guidance. Our enquiry termina¬ 
ted at the end of Det^ember 1924, after the representatives of the 
three principal paper mills had again been examined orally in 
order tn elucidate points whicdi had been brought to notice in the 
evidence taken. 
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4. The maiuifactiire of paper by hand has existed in India for 
.rri. n ,».ii coiitiiries and was at one time well established, 

"Imosl extinct. No representa-, 
tion on behalf of this branch of the industry 
has reached us, and we shall not refer to it again. The production 
*of machine-made paper in India apparently dates froi£ the estab¬ 
lishment in 1870 of the Bally Mills on the Hooghly, and it is in this 
neighbourhood that the principal seat of the industry is still to be 
found. Starting with a single machine, the Bally Mills were able 
in course of time to increase that number to 4, with a maximum out¬ 


put of over 5,000 tons a year, but their success was not permanent 
^\nd the Company was "lirpiidated in 1905, when two of their 
machines were taken over by the Titaghur Papei^ Mills Company, 
Tvhich was floated in 1882 and commenced manufacture at Titaghur 
with three machines in 1884. Several years later, between 1892 
and 1894, a third mill was established on the TTooghly at Kan kina ra 
by the Imperial Paper Mills Company. This venture was never 
successful, however, and in 1903 the Kankinara Mill w^as taken over 


by the Titaghur Company. As they exist to-day, the Titaghur and 
Kankinara Mills contain 8 machines, with a maximum output of 
20,000* tons of paper annually. For 30 years after 1892 no new 
paper mill was established on the Hooghly, but in 1922 the manu¬ 
facture of paper was commeiKicd in the Naihati Mill of the India 
iPaper Pulp Company, Limited, a firm established in 1918 for the 
production of pulp and paper from bamboo. At present it has one 
machine, and a maximum output of 2,750 tons of paper annually. 

5. The dldest of the up-country mills—^the Upper India Couper 
^ ^ ^ Paper Mills Company, Limited, at Lucknow 

e —was established in 1879 and commenced 

manufacture in 1882 with one machine, a 
second being added in 1894. The full capacity (daimcd for these 
machines is 4,000 tons of paper annually, but only one of them 
13 worked at present. Another mill with a single machine was 
erected by the Maharaja Soindia at Gwalior in 1881, but 
had eventually to be closed down as it could not be run 
at a profit. It remained closed for several years, but was 
reopemjd during the latter part of the war under the management of 
the Bengal Paper Mill Company, Limited. It was finally shut 
down in 1922 w^hen the machinery was removed to Kaniganj, and 
incorporated in the plant of the Bengal Company’s mill at that 
place. In 1885 the Deccan Paper Mill Company, Limited, was 
formed, and commenced production in 1887 at Poona. This also is 
•a single-machine mill and has a maximum output of 1,700 tons. 
Tt continued to produce for a number of years, but ceased to operate 
in March 1924, owing to the depressed condition of the trade. The 
most important of the up-country mills is situated at Eaniganj and 
is the property of the Bengal Paper Mill Company, Limited. This 
Company was formed in 1889, and manufacture coiiimcnf^ed in 1891 


* So friven in the replies to the questionnaire. In the evidence taken later 
^he full output was assumed to be 18,000 tons. 
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at first with one machine, but three juore were subsequently added 
in 1892, 1900 and 1922, The full capacity of the mill is 8,400 tons 
of paper annually. There are three other small paper mills in 
India which do not call for any detailed notice. Two of them are 
situated at Bombay and the third at Punalur in the Travancore 
State. Only the commoner and cheaper kinds of paper are produced 
at these mills. A mill established in Burma after the war by 
Messrs. Jamal Brothers to manufacture paper out of bamboo was^ 
we understand, destroyed by fire in 1922 before production com¬ 
menced. 

6. There are at present nine paper mills in India, of which 

three (the two Titaghur mills and the Bengal 
Paper indastr> m Indi* Raniganj) have four machines each, 

one (the Couper Mill at Lucknow) has two 
maf'hines, and the remainder one machine each. The two Bombay 
mills and the Travancore mill are, however, unimportant and for 
practical purposes it may be said that the industry is carried on in 
5 mills with 16 machines in all. The important particulars about 
these five have been given in Appendix I. The aggregate capacity 
for production claimed by the Mills themselves is nearly 37,000 tons 
of paper a year, but this estimate is probably too high, for many 
of the machines are old, and, if they were worked at full speed, the 
quality of the paper produced would be apt to deteriorate. We do 
not think that the full capacity of the existing mills can be put 
Idgher than 33,000 tons a year. Two new mills are projected, and 
one of these has been partially constructed at Rajahmundry in 
Madras by the Carnatic Paper Mills, Limited. It will be capable, 
when completed, of producing about 1,600 tons of paper from straw,. 
bi#t the Company also intends eventually to manufacture some 3,000 
tons of paper annually from bamboo. The other mill will be erected 
near Saharanpur in the Punjab by the Punjab Paper Mills Com¬ 
pany, Limited, with a capacity of 6,000 tons a year. If both pro¬ 
jects are brought to completion, the aggregate capacity of all the 
Indian mills would be raised to about 43,000 tons of paper annually. 

7. Paper has been defined* as a fabric composed mainly of 

^ 1 - minute vegetable fibres which have been 

deposited on to a sieve-like structure from 
their suspension in water, and commingled 
and felted together in such a way as to form a homogeneoits sheet or* 
web.’* The vegetable fibres can be obtained from an endless variety 
of sources so that theoretically the supply of paper-making materials 
is unlimited, but practically the choice is governed by the necessity 
that the fibre should be such as will give the paper the requisite- 
strength, and that the supply should be sufficiently abundant to 
permit of cheap production. For the latter reason the raw material 
of the paper maker must be very nearly a waste product, for which 
there is little or no demand for other purposes. For very manjr 


‘H. A. Maddox: Paper—^ita History, Sources and Manufacture. 
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years paper was made in Europe cliiefly out of old rags, and espe¬ 
cially linen rags, and for the liighesi qualities of pjiper rags are 
still indispensable. But for tbe commoner kinds of paper rags were 
gradually ousted by Esparto grass which came into common use 
for paper-making during the latter half of the J9th centiiiy. To¬ 
wards the end of the century a fresh and most important develop¬ 
ment occurred when w’ood fibre began to be exploited as the staple 
paper-making material. The trees found most suitable are the 
conifers, which grow abundantly in Scandinavia and the Baltic 
States and also in Canada and the United States of America. The’^ 
enormous expansion of the world’s output of printed matter which 
has occurred in the last 50 years is directly connected with the use 
of wood fibre, and it ranks as unquestionably the cheapest raw mate¬ 
rial for paper yet discovered. But whereas grass renews itself 
anuually, in Northern Europe and America it may take 60 years 
after replanting before the trees reach the size when they are ripe 
fon felling. Recently, owing to the great and growing demand, the 
destruction of coniferous woods both in Europe and America has 
been so vast, and so little lias been done to replace the timber des¬ 
troyed, that grave apprehension has been aroused as to an impending 
shortage. It is this which has turned the minds of many paper- 
makers to the search for an alternative material, if possible self- 
reproductive like grass, on which they can fall back when wood 
becomes too expensive. It is possible that a solution of the problem 
has been found in the use of bamboo, and this possibility has a most 
important hearing on the future of the industry in India. 

8. The staple material of the paper-maker in India has hitherto 
been sabai grass, which grows abundantly 
in many parts of Northern India and 
possesses qualities (dosely resembling those 
of Esparto grass. No attempt has yet been made to make paper 
from Indian wood, and apparently those trees most likely to be suit¬ 
able either grow in remote and ina(*(*ossible regions, or are so 
intermixed with other trees that economical extraction is impossible. 
Indian paper, it is true, contains a good deal of wood fibre, but 
this is imported from Europe in tbe form of pulp. For the 
(*,hcaper kinds of paper, such as wrappings and badami,” con¬ 
siderable quantities of rags, hemp and jute waste are used and. 
also waste paper. But the last named contributes nothing to the 
s.treiigth of the paper and is used for filling rather than as a raw 
material proper. Two of the Indian mills are in an exceptional 
position as regards raw materials. The India Paper Pulp Com¬ 
pany make paper from bamboo with a small admixture of imported 
wood pulp, hut the use of the latter material is a temporary ex¬ 
pedient, rendered necessary by the fact that the mill is not equip¬ 
ped to produce sufficient bamboo pulp to keep the paper machine 
constantly ruTining. When this lack of balan(*e in the plant has 
been rectified, bamboo only will be used. The Deccan Paper Mill 
at Poona is the v‘ie(H)iid exception. This mill has never used grass, 
but depends almost entirely on rags and imported wood pulp. 


The raw materialB of 
paper made in India. 



6 


9. It will be necessary in this Report to concentrate attention 
^ . j! o r . almost entirely on mbai ffrass and bamboo^ 

Lmboo. ^ Hemp and jute waste are really subsidiary 
materials, and it is not claimed that India 
has any special advantage in respect of them. This comment 
applies also to rags, for the quality of most of the rags obtainable 
in India is poor, and there seems to be no possibility of manufac^ 
turing in India those high class rag papers in which some mills. 
\n Europe specialise. The experts attached to the Forest Research 
Institute at Dehra Dun have made extensive investigations intoi 
the possibility of utilising Indian grasses other than sabai^ and 
the prospects of some of them appeared reasonably good, but some* 
of tliem ivS a practical proposition at the moment. Moonj grass,, 
for example, is an excellent paper-making material, but it is so- 
much in demand for other purposes that its use would not be 
economical. The savannah grasses of Assam were thought at one 
time to be full of promise, but the extension of cultivation in tbe 
Assam Valley, and the consequent destruction of the grass, threatens, 
to make the project impossible. A Bombay firm, Messrs, Kamat; 
and Sons, have obtained a concession from the Bombay Government 
for the extraction of grasses from forest areas in the Tapti Valley 
and propose to utilise them in a paper mill to be erected on the 
banks of the river. Laboratory experiments made in Europe 
suggest that the grasses are likely to be suitable, and in other 
respects the conditions are not unfavourable, but the various kinds* 
of grass grow closely intermixed and it is not possible to isolate indi¬ 
vidual kinds. The material used in the mill would, therefore, be- 
a mixture of grasses, and it remains to be proved whether such 
a mixture would be suitable for paper-making. Experiments are 
likely to be made shortly at the Forest Research Institute to deter¬ 
mine this point, but at present no conclusion is possible. Last in 
the list of potential raw materials comes rice straw, which was- 
actually used by the Titaghur Mills during the war and which the 
Carnatic Paper Mills intend to use in their mill at Rajahmundry. 
It is doubtful, however, whether this material will be suitable for 
any papers except cheap wrappings and news. The fibre is much 
inferior to the fibre obtained from sahai grass, and owing to Indian 
farming conditions it is exceedingly difficult to obtain the rice- 
straw clean. After it has been winnowed it still contains a certain 
amount of rice and husks, and these will appear as ugly looking 
specks in the paper. In considering the claim to protection, we 
have not found it necessary to consider seriously any raw materials 
except sahai grass, which has been the staple material in the past, 
and bamboo, which ofEers great possibilities for the future. 


10, We cannot attempt any detailed account of the process of 
^ f p 1 paper manufacture, but it is necessary to 

inaTfactnre frL Psper. dearly the essential points/ So 

long as rags and grass were the staple mate¬ 
rials used, all stages of manufacture, from the first to the last, 
were commonly carried out in a single mill, but in this respect a 
great change has come about with the use of wood fibre. Paper 
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of course be made, and is often made, both in Europe and 
America, in mills situated in the vicinity of the timber supplies,, 
and in that case there is no departure from the older practice. 
But in the majority of cases it has been found economical and. 
expedient to divide the process into two stages. A large number 
of mills devote themselves solely to the production of what is 
known as wood pulp, and this pulp is subsequently made into- 
paper in other mills which may be situated in a different country 
altogether. The great bulk of the paper now made in England 
consists of wood fibre, which has been imported as pulp from 
Scandinavia and the Baltic countries, and similarly the United 
States of America import large quantities of wood pulp, not only 
from Canada but also, to an increasing extent, from Norway and 
Sweden. It is still an open question w'hether the development in- 
India of the manufacture of paper from bamboo will proceed on 
the same lines with the separation of pulp production as an inde* 
pendent branch of the industry, 

11. The process of pulp manufacture involves substantially 
_ three operations. In the first place the mate- 

chrm^al^pulp^ ° rials, as they reach the factory, have to be 
cleaned by the removal of all dirt and extra¬ 
neous matter which, if allowed to remain, would spoil the appear¬ 
ance of the paper. In India the grass and rags are usually 
cleaned (often very imperfectly) by hand, hut in Europe machi¬ 
nery is much more freely used for this purpose. Bamboo requires 
much less cleaning, but, on the other hand, whereas the cleaned 
grass and rags have only to be cut to suitable lengths to be ready 
for the next stage, the bamboo is first crushed and then cut into 
small chips by machinery designed for the purpose. The 
second stage of pulp manufacture is the removal by chemical 
means of those constituents of the material which are not wanted 
in the final result, so as to leave only the cellulose which 
essentially is the fibre. Grass is treated by being boiled under 
pressure in a strong solution of caustic soda. Wood can also be 
treated with soda, but there are two alternative processes, both 
involving the use of sulphur, and known respectively as the 
" sulphite ’ and ^ sulphate ’ processes. A modification of the 
sulphite process is used by the India Paper Pulp Company at 
Naihati for making bamboo pulp. The third stage of pulp manu¬ 
facture is the washing of the pulp to get rid of all soluble com¬ 
pounds and so save bleach later on. In the Indian grass mills the 
pulp is transferred from the boilers (usually known as digesters) by 
hand to what are known as the ‘ breakers,’ where simultaneously 
with the washing the pulp is broken up and disintegrated by a 
revolving roll fitted with steel knives and set parallel to a bed¬ 
plate Oil the floor of the ^ breaker ’ which is similarly fitted. In an 
up-to-date European mill no separate ' breaker ’ equipment is 
required. The digester is directly connected with the washer by 
a pipe, and as soon as the process of digestion is complete, the pipe 
is opened and the steam pressure blows the pulp into the washer,. 
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while siimiltaneously the high pressure steam with whi('h the pulp 
is saturated operates with explosive effect to break up and disinte¬ 
grate the fibre. As soon as the pulp has been w^ashed, it can be 
run through a drying machine (very similar to a paper-making 
luachine) and is then ready for transport elsewhere. If it is to be 
made into paper in the mill itself, it passes on in a liquid condi¬ 
tion to the bleaching stage. 


12. Pulp made from wood in the manner described in the last 
, paragraph is known as ^ chemical ’ wood pulp, 

ec ainca pu p. There is also another variety known as 

‘ mechanical ^ wood pulp, which is produced by grinding the wood 


without the use of any chemicals. A paper made entirely of this 
pulp would be exceedingly weak and could hardly be used, but 
most newspapers are printed on a paper which contains 70 per cent, 
of mechanical pulp and 30 per cent, of chemical pulp. This is 
the paper which goes by the name of ‘ newsprint.’ Mechanical pulp 
is also used in varying, but smaller, proportions for the production 
of many kinds of the cheaper papers, but such papers are subject 


to the disadvantage that they are weak and liable to rapid discolo¬ 


ration. 


13. Pulp is sold by the pulp mills both bleached and un- 
,. ,, bleached, so that the bleaching process cannot 

be assigned definitely either to pulp or paper. 
The pulp is steeped in a solution of chloride of lime and, whilst 
undergoing the process, is kept constantly in motion, eitherr in 
receptacles specially designed for the purpose or in the ‘ beaters 
which are circular vessels very similar to the ‘ breakers ’ described 
in paragraph 11, but having many more knives fitted to the roll 
and the bed-plate. The object of * the ^ beating ^ process, which 
belongs essentially to the paper stage of manufacture, is to effect 
a complete separation of all the single fibres, and it is on the success 
with which the beating is carried out that the quality of the 
finished paper mainly depends. The beater is first partially 
filled with water and the bleached pulp is added gradually 
until the material has the consistency required for tlie 
particular kind of paper under . manufacture. It is at this 


stage that the acquired skill of the trained paper-maker is indis- 
pensible, and he must be guided largely by his vsense of touch 
when he has to decide whether the ^ beating ’ is completed. For 
each qnality of paper the adjustment of the knives on the roll and 


the bed-plate, and the time taken in beating, will be different. 
Thus, for example, when blotting paper is being made the pulp 
is beaten quickly wuth sharp knives, with the result that the 


fibres are short and cleanly cut. For a strong writing paper the 
knives used are dull, and the " beating ’ may last six times as loog, 
producing fibres which are long and frayed. While .the pulp is 
in the ^ beaters ’ the colouring, loading, and sizing materials are 
added. The colouring materials are mineral pigments and aniline 


dves, and the loading coTisists of an admixture of china clay to 
fill up the interstices between the fibres. The object of sizing is 
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to render the surface of the paper less absorbent, and the materials 
used are rosin and alum. High class writing papers are sometimes 
sized with glue and gelatine after the paper has come off the 
paper machine, and these are known as tub-sized papers. But in 
India nearly all the paper produced is engine-sized, this name 
being given because the sizing is added in the beating engine. 

14. From the ‘ beaters ’ the pulp passes on to storage tanks 
The paper-making and thence to the paper machine. Before 

umcbiwe, the pulp becomes paper, three operations are 

necessary, namely, to interlace the fibres, to remove the water, 
and to add the smoothness of surface and finish required. From 
the storage tanks the pulp flows on to an endless mould of fine 
wire cloth which continually revolves in a forward direction and 
at the same time vibrates horizontally from side to side. As the 
pulp is carried forward, much of the water is gradually drained 
away, while the vibratory motion of the cloth interlaces the fibres. 
The result is that the pulp leaves the wire cloth a formed web 
of paper, but still containing a great deal of moisture. Most of 
this moisture is extracted by passing the web by means of end¬ 
less felts between pairs of press rolls, and it is finally dried by 
passing it over a series of hollow steam-heated drying cylinders, 
so placed that both surfaces of the web are alternately in con¬ 
tact with the heating surface. The web then passes through two 
or more sets of calenders ’’ (chilled iron rolls), the number vary¬ 
ing according to the smoothness of surface and finish required. 
As it leaves the machine, the paper is wound on a reel and is 
cut into sheets later on a separate machine. 

15. The description of the process of paper manufacture 

attempted in the foregoing paragraphs is 
Tb© essential points of necessarily incomplete and for technical pur- 
paper manufacture. poses valueless. But the attempt has been 
made because we shall have to refer at times to particular parts 
of the process, and unless some account of it is given, these refer¬ 
ences would be unintelligible. The vital operations are— 

(1) The removal by chemical means from the fibre of the ele¬ 

ments which are not required, so as to isolate the cellu¬ 
lose. If is this process which converts the- fibre into 
chemical pulp. 

(2) The bleaching of the pulp with chloride of lime*. 

(3) The treatment of the pulp in the beaters. It is here 

that the experience of the trained paper-maker comes 
chiefly into play, and the quality of the paper made 
depends mainly on his skill and experience. 

(4) The conversion of pulp into paper on the paper machine. 

Here the essential point is the interlacing of the fibres 
on the wire cloth and the ingenuity of the craftsman has 
had mmple scope in devising the apparatus by which 
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!« accampliklied. All the other stages of manu¬ 
facture are ancillary to these four. 

16. In the second CJiapter of this Report we shall discuss 
j , the market foi^ paper in India, the course of 

an Oi t ie ieport. prices and the kinds of paper to which the 

iclaim for protection can fairly be extended. The third Chapter 
will be devoted to an analysis of the cost of production, the fourth 
i ;0 ,a discussion of the proposed duty on imported pulp, and the 
fifth to the examination of the claim to protection for paper in 
:the light of the conditions laid dowm by the Fiscal Commission. 
Our conclusions and recommendations as regards paper will be 
.explained in Chapter VI. 
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CHAPTER 11. 


The Indian Market for Paper. 

17. The proposal of the paper-making firms that all kinds of 

paper without discrimination should be sub- 
Extent of the claim to j^Q^ed to a protective duty of 25 per cent* 
Protection. clearly required a close scrutiny. It was not 

claimed that every kind of paper was, or could be, produced in 
India, but it was asserted that eventually the country itself could 
Bupply nine-tenth>s of its requirements. The manufacturers 
estimated that the annual consumption of paper (including straw- 
boards, pasteboard, etc.) was from 90,000 to 100,000 tons, that the 
Indian production exceeded 30,000 tons, and that the kinds of 
paper manufactured or likely to be manufactured, in India, ac¬ 
counted for between 80,000 and 90,000 tons out of the total. The 
production of paper in India in 1923 was only 27,000 tons, but 
as the imports in 1923-24 amounted to 72,000 tons, the actual 
consumption in that year was in accordance with the estimate. 
It was admitted that no Indian paper was cheap enough to com¬ 
pete with the low grade European papers containing a considerable 
percentage of mechanical pulp, but the imposition of a duty on 
such papers was justified on the ground that, if they Avere exempted, 
the great difference in price between them and the better classes 
of paper would lead to substitution on an extensive scale. The 
India Paper Pulp Company advanced, in addition, the broader 
argument that the exemption of various kinds of paper would tend 
to confine, the development of the paper trade to certain narroAv 
channels and to prevent its spread over the broad fields it might 
otherwise occupy. 

18. With few exceptions the important Indian newspapers are 

printed on ‘ newsprint', a kind of paper 
Exclusion of ‘News- ^yj^ich contains about 70 per cent, of mecha- 
^ meal wood pulp, ihe c.i.i. price oi this 

paper varies from £18 to £22 a ton, the cost of what is known as 
‘ glazed mechanical," used by papers which specialise in illustra¬ 
tions, being somewhat higher than that bf ordinary neAvsprint. 
The landed cost of the paper, including duty, to a newspaper import¬ 
ing direct would be from about 2 annas 1 pie to 2 annas 6 pies a lb. 
whereas the price of the cheapest white printing paper sold by 
the Titaghur Mills to certain newspapers was stated in July 1924 
to he about 4 annas a lb. Since then the mills have reduced the 
price of white printing by 6 pies a pound, so that the news quality 
would sell at 3 annas 6 pies. An increase in the duty on neA^print 
fi'om 15 to 25 per cent, would raise the price by less than 3 pies 
a lb. leaving a wide gap between the prices still to be bridged. 
The paper-making firms recognised from the first that there was 
a special difficulty here, and suggested that th« newspapers might 
be granted licenses to import newsprint at the lower rate of duty. 
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fiijit while such a system might meet the needs of the principal 
newspapers who import newsprint direct, it would he very unfair to 
the smaller papers who purchase their requirements from dealers. 
During the oral examination of the manufacturers at Simla we 
drew their attention pointedly to the strong objections which 
could be urged to the imposition of a protective duty on newsprint, 
and asked thorn to reconsider the matter. As a result they informed 
us on the 30th August, 1924, of their willingness that mechanical 
newsprint should be exempted from an increase over its present 
duty at any rate until such time as we can see what efEect such 
differentiating may have on the paper trade generally/^ They 
suggested that the exemption should extend to all paper contain- 
ing more than a certain percentage (to be fixed by the Board) of 
mechanical wood pulp. 

19, We have no doubt that the manufacturers were well advised 

in abandoning what was clearly an untenable 
Impossibility of making daim. An increase of 10 per cent, in the 

newsprint in India. 

duty on newsprint would have been nugatory 
in its effect, for it would have failed to divert fhe trade to the 
Indian mills. Newspapers are ephemeral things, they do not 
require a strong and durable paper, and cheapness must be for 
them the primary consideration. It is impossible for the Indian 
mills using Indian materials to manufacture at a cost which would 
enable them to compete with imported newsprint. Mechanical 
pulp has never been made from either grass or bamboo, and the 
e:s;istence of a cheap newspaper press depends directly on the use 
of a paper containing a high proportion of mechanical wood pulp. 
The imports of newsprint into India in 1923*24 amounted to 10,000 
tons, and increased to nearly 18,000 tons in 1924-25. This is a 
section of the paper market which the Indian mills cannot hope 
to supply. 

20. In a representation addressed to the Board by the Calctitta 

Paper Traders’ Association, a suggestion was 
Old newspapers. made that in place of protective duties on 
paper, a surcharge of Rs. 10 a ton should be levied on the importa¬ 
tion of old newspapers and the funds used to assist the industry. 
The suggestion did not commend itself to us, but it served to draw 
our attention to the fact that old newspapers in bales and bags make 
up 30 per cent, of the'total imports of paper into India. These 
newspapers come almost entirely from the United Kingdom, and 
are imported largely in Bombay, Sind and Burma where they are 
used as the cheapest kind of wrapping paper. For tariff purposes 
they are valued at Bs; 130 a. ton fll pies a Ih.), so that the 15 per 
cent, duty is just short of Rs. 20 a ton. It is obvious at once 
that no manufactured paper can possibly compete at the price, and 
in ascertaining the market which the Indian mills might possibly 
capture, the old newspapers must be excluded. Nevertheless, 
although the imports of old newspapers have been shown separately 
in the monthly Trade Returns since April 1923, all the manufac- 
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tiirers who gave evidence had inclnded them in their estimate of the 
trade which could be captured. These imports amounted to a little 
over 22,000 tons in 1923-24 and to nearly 26,000 tons in 1924-25. 

21v Two other exclusions must be made before the effective 
Paper manufactures and demand for paper can be determined, namely 
strawboarde, pasteboards, paper manufactures, (that is, articles manu- 
factured put of paper) and pasteboard, mill- 
board and cardboard. The paper mills who have applied for pro¬ 
tection do not make either class of goods, and we have received no 
representation from any other firm or person asking that such 
articles should be protected. The imports of paper manufactures 
in 1924-25 were 1,600 tons, and of pasteboard, millboard and card¬ 
board 10,800 tons. 

22. It will be convenient to classify in tabular form the imports 
of paper according to what has been said in 
Classification of Paper last three paragraphs. The figures are 
impor 5. given for the years 1923-24 and 1924-25, and 

are rounded off to the nearest 100. 


Imijorts of 'payer that map compete tvith Indian paper. 



1923-24. 

1924-25. 


Tons. 

Tong. 

Printing paper other than newspriiit .... 

9,900 

n,7oo 

Writing paper and envelopes . . . . , 

8,100 

8,300 

Packing paper . . . . .. 

4,600 

7,000 

Other kinds of paper ...... 

2,700 

2,000 

G 0 V ern ment St ores 

1,900 

1,000’^ 

0 RAK'D Total 

27,500 

30,('-00 


* Estimated. The quantity of paper imported as Government Stores is 
not given in the monthly Trade Returns.' The value of these imports was 
Rs. 9 lakhs in 1924-*25 as against Rs. 17-5 lakhs in 1923-24. 
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Imports of paper, pasteboard, etc., that do not compete with Indian 

paper. 



1923.24 

1924-25 


Tons. 

Tons. 

Newsprint. 

10,000 

17,800 

Old.newspapeta- 

22,100 

25,700 

Paper mamifactures . .. 

1,100 

1,600 

Pasteboard, millboard, etc. ...... 

10,000 

10,800 

Goveintrent Stores 

600 

300* 

Grand Total 

44,400 

56,200 


It will be seen that the total market the Indian paper mills can 
ultimately hope to capture at the present rate of consumption is 
not 50,000 or 60,000 tons, as the manufacturers originally claimed, 
but 30,000 tons at the outside, and probably a great deal less. 

23. The imports of paper include certain kinds which are not 
likely to be made in India at all, or not for 
Papfrs not likely to be many years to come. In the first place, the 
made m India. expensive rag papers cannot be made in India, 
because Indian rags are of low quality, and in this case there is a 
permanent disability owing to the absence of the raw material 
required. In the second place, for the manufacture of some kinds 
of paper a special equipment may be necessary, and if the demand 
for any one kind is small, it would not be worth while for any 
Indian mill to install the apparatus. This criterion would exclude, 
to mention only a few instances, all coated paper, such as Art paper, 
and special manufactures, such as blue ma,tch paper and tissue 
paper. In the third place, even when no special equipment is neces¬ 
sary, the Indian mills are likely to be at a disadvantage if a high 
quality of paper is w^anted, because their product is in competition 
with paper made in European mills which specialise in the manu¬ 
facture of particular kinds of paper, and consequently are much 
more likely to satisfy the taste of an exacting customer. The Indian 
market is too small to admit of specialisation in this sense, and, 
so long as this is so, the more expensive papers are likely to be 
imported from abroad. Almost the wdiole of the paper made by 
the Indian mills is sold at prices varying from 3 annas to 5 annas 
a lb., and all imported paper selling at 6 annas a lb. and upwards 
must be regarded as outside their range at present. Finally, at the 
other end of the scale there are cheap wrapping papers, such as 
Nature Browns and Machine Glazed Pressings, which con¬ 
tain a considerable percentage of mechanical pulp, and are imported 


Estimated. 
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at prices varying from £]t5 to £20 a ton c.i.f. The Indian mills 
cannot hope to get down to these prices, using the materials available 
in this country. 

24. IN’o elaborate classification of the paper imports is attempted 

SHtimatc of the possible the Trade Iteturns, and they furnish no 

expansion of the Paper data from which WO could calculate what 
industry. proportion of the imports likely to compete 

with Indian paper should be excluded on the grounds stated in the 
last paragraph. We do not think, however, that the total of such 
kinds can be put at less than one-third. The imports of any one 
kind may be inconsiderable, but there are many varieties and the 
aggregate of all the kinds is substantial. On this basis the market 
which Indian paper might conceiva])ly capture under a protective 
system is two-thirds of 30,000 tons (sve paragraph 22), /.c., 20,000 
tons. We do not think this is an under-estimate, and in view of 
the fact that the manufacturers were ignorant of the s(‘ale on 
which old newspapers were being imported, we can place no reliance 
on their figures. Tf our_ Cvstimate is a reasonable one. it is clea;' 
fhnf no irreat expansion tlie T^aper industry possible in the 
near fiiture. Tlie existing mills could ini^rease their output by 
cf,U0*0 or 6,000 tons, and an addition of 7 or S new paper machines 
would increase the productive eapaedty of the industry by about 
15,000 tons. But while 20,000 tons may be regarded as the maxi- 
inuin increase in output which might be attained in favourable 
circumstances, it will not in fact be achieved unless the Indian 
paper maker can produce paper of satisfactory quality. To this 
aspect of the case we now turn. 

25. We are indebted to the Oalcutla Paper Traders’ Association 

Opinion of the Calcutta exaiuinalion of. the cpialities of 

Paper Traders’Association Indian paper and a detailed comparison of 
on paper made from ^ahai Indian and imported papers, and as the views 
^^®**‘* advanced by the Association are in harmony 

with the opinion of most of the firms and persons who gave evidence 
as consumers, they may he taken as representative. The Indian 
paper discussed by the Association is the paper made from a mixture 
of grass and wood pulp in the Titaghur and Bengal mills. About 
bamboo paper they had not much to say, for it is still something 
of a novelty and opinions as to its quality are tentative. The 
Association mention three reasons why paper made from sahai 
grass finds favour with some consumers. It is a strong and durable 
paper and stands wear and tear; it is bulky in proportion to its 
weight; and the paper sold as printing paper can also be u.sed as a 
writing paper. Considered as a writing paper for ordinary use, 
they regard the Indian paper as perfectly satisfactory, and remark 

we know of no papers made by any mill in the world whicK 
for that price, or even near that price, can give the same service.’^ 
On the other hand, the Association find that, considered as a print¬ 
ing paper, the Indian paper has veiy grave defects. Its finish is ^ 
poor; its surface is often spotted, dirty and uneven; the outturn is 
not uniform and dependable; and finally the colour is not up to the 
mark and is apt to deteriorate rapidly. They admit that there 
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bas been some improTement in ihese respects during the last two 
years^ but the results are still far from satisfatory. The Association 
allege that since 1895 the Indian mills have been unable to adapt 
themselves to new developments, such as the introduction of the 
super-calendered paper (also called Ivory Finish) suitable for print¬ 
ing with process blocks, or to produce the varieties of printing 
paper which the market needs. They concede that Indian paper 
may have certain advantages in flat-bed presses and those which 
print wet, but ih a modern press which prints dry, or with rotary 
machines, it is not satisfactory. It is greatly inferior to imported 
printing paper for any class of W'ork where appearance and finish 
are important. 


26. The only other evidence bearing on this point which deserves 
detailed citation is that given by Mr. As(‘oli, 
^ews of the Controller Controller of Printing, Stationery and 

Stamps. He specifically refers in Ms 
evidence to the poor finish of the papers 
made from grass, to the speckled and dirty surface often found, and 
to the lack of nniforinity, not only as between one consignment nud 
another, but as between different sheets in the same ream. If, for 
example, the sheets are not uniform in thickness, constant adjust¬ 
ments of the printing machine are necessary in order to get a 
uniform impression on each sheet. Another defect is a high 
percentage of faulty sheets which leads to a waste of paper, as the 
printing machine has to be stopped, and two or three more sheets 
may be spoiled before this can be done. In the year 1924 he had 
been compelled to reject large quantities of paper tendered by the 
mills in execution of their contract with Government. In one case 
382 tons of printing paper tendered by tbe Titaghur mills was 
rejected, and in another case 11 tons of paper tendered by the Ben¬ 
gal Company. The rejections in previous yeariJ had never approa(‘h- 
ed these figures, Mr. Ascoli did not claim that imported papers 
were faultless in the points mentioned by him, but the average 
standard was much higher. Paper made from sahai grass had an¬ 
other defect, and one that was directly associated with its good 
qualities. It is strong and durable, but the fibre is very hard, and ig 
apt to blunt the type. The presses under his control used large 
quantities of Indian grass paper for ordinary printing, but when a 
good appearance or finish was required, as in books, either imported 
paper or Indian bamboo paper was used. We do not propose to 
allude to other criti<‘isms of the paper produced by the grass mills, 
but we must record the fact that the o|)inions expressed by con¬ 
sumers as to the quality of their printing paper were almost 
invariably unfavourable. 


27. When we examined the representatives of the mills in 
De(^ember 1924, we drew their attention to 
these criticisms, and their replies must be 
summarised. There was a frank admission 
that during the war the quality had been 
sacrificed to output, and that since the war the mills had found 


Replies of the MilU to 
the criticisms of paper 
made from sahai 
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it difficult to get back to the standiird of 1914. The speckled and 
dirty surface, of whif^ii complaints had been made, was dtie to the 
presence in the paper of small impurities such as dirt or fragnieuts 
of roots, leaves or weeds, brought into the mill with the sahai grass 
and not removed before the grass was placed in the digesters. The 
Titaghur Company stated that they bad recently installed machinery 
for cleaning the grass more efFectively and believed that in this 
way the difficulty would be overcome. Mr. Carr on behalf of the 
Bengal Mill ascribed the impurities to the manner in which the 
grass was collected in the fields and to a particularly wet monsoon 
in 1923, He hoped to effect an improvement by closer supervision 
of collections. The imperfe(d finish and the lack of uniformity in 
the paper output from the Titaghur Mills were stated to be due 
mainly to mechanical difficulties occasioned by the process of over¬ 
haul and renovation which the niachineiy^ had recently undergone. 
Apart from that, it was difficult to combine strength and bulk with 
a hiirh finish. In the Calcutta market the former qualities were 


the more important, but in the Bombay market greater stress was 
laid on finish, and when manufacturing for that market they put in 
more loading, thus producing a better finished, but weaker, paper. 
Mr. Carr of the Bengal Paper Mill Company admitted that in the 
Raniganj mill they had never been able to recover the pre-war 
standard of efficiency, and had been seriously handicapped by 
staff difficulties during the latter part of 1924. Both Companies 
denied that their paper was inferior in colour to imported paper or 
that the colour deteriorated more rapidly. 


28. The evidence placed before us makes it clear that the diffi¬ 
culty the Indian mills find in selling their 
Opimon the Board ad output must be due in part to the fact that 
mode froCM5oi pap«r pioduced does not possess tho quali- 

ties which some consumers require. From 
the admissions of the representatives of the mills it is evident that 
in respect of finish, cleanliness of surface and uniformity of quality 


the paper made in India from sahai grass during the last five years 


has not been satisfactory and is inferior to the paper made by the 
same mills before the war. The criticisms of the colour of Indian 


paper are disputed, but they have not been disproved, and they 
are confirmed by Mr. Asooli^s statement that the whitest paper 
supplied by the mills was the weakest. This would be the natural 
result of over-bleaching, and the fact suggests that the presence of 
impurities in the grass is actually responsible for an inferior colour. 
The Titaghur Company ascribed the rejection of considerable quan¬ 
tities of paper by the Controller of Printing, Stationery and Stamps 
in .1924 to a distinct raising of the standard, but it does not appear 
that the specifications in the calls for tenders have in fact been made 
more stringent. What has happened is rather this, that the Con¬ 
troller has begun to enforce more strictly standards which were 
c ompletely relaxed during the war and were very leniently enforced 
thereafter. That war-time conditions should lead to a sacrifice of 



quality was to be expected, for that was a feature coiiinion to most 
industries, and the lost, efficiency could not be recovered in two 
years, or even three. Some improvement hUvS admittedly taken place 
in 1923 and 1924, but much remains to be done. The mills have 
ciertainly striven to set matters right, and during the last five years 
have spent large sums on bringing their machinery up-to-date. But 
the industry has been in existence for more than 40 years, and 
cannot claim the consideration which is naturally extended to an 
infant industry. Nor will it suffice merely to recover the pre-war 
standard of quality. Something more than that is required if paper 
made fi^om sahai grass is to displace substantial quantities of paper 
imported from abroad. 

29. vSeveral witnesses interested in paper as merchants or con- 
Hen tbttt protective turners urged strongly the view that the im- 
dafciog would not lead to position of protective duties would be in- 
iucreasod nse of Indian oifective and would not materially increase 
the market open to the Indian mills. Paper, 
it was pointed out, w^as not a uniform thing, but included many 
varities, each of them adapt(id to some particular purpose. 
Besides, within any one variety the purcdiaser had usually a wide 
range of choice, for the price varied with the quality, and if the 
price of the paper he was a(.‘mistoined to buy were raised, he w^ould 
solve the difficulty by substituting the next lower grade. That 
might not serve his purpose quite so W’ell, but it would be good 
enough, and better than Indian paper at the same price. Indian 
paper made from sabai grass was not often in direct (‘ompolition with 
imported paper, but was purchased mainly by those who preferred 
it on account of its special qualities, such as strength, bulk and 
suitability for waiting and printing alike. These (constituted omi 
class of ebnsuniers. The purchasers of imported paper belonged to 
a different class. Either they wished to buy the cheapest paper 
obtainable, in wffiich (‘.ase imported paper containing a h*igli per¬ 
centage of mechanical pulp was much cheaper than any paper made 
in India, or they wanted some special quality wdiirh Indian grass 
paper did not possess, such UvS a (dean fturfa(‘.e or a high finish. If 
protective duties Avere imposed on all kinds of paper indiscrimi¬ 
nately, those who (-ared for (cheapness and nothing else wonld (conti¬ 
nue to buy the ^ partly mechanical ' paper, wdiile those wdro in¬ 
sisted on spe(dal qua]iti(^s would shift their demand, from Art 

paper to an Imitation Art, or from a wood-free paper to a * partly 
mechanical \ In neither case would the purchaser be driven to use 
Indian paper unless the protective duties were very high indeed. 
The price of Indian paper was in the main detenniued (so it was 
stated) not by foreign c.ompetition but by int(^rnal competition 
between the Indian mills. We have endeavoTired to state concisely 
an argument which was advanced, subject to various qualifications, 
and w as supported more strongly by some witnesses than by others. 
It was important to ascertain how far it w^as in accordance w^ith the 
facts, ami we discussed the question with the representatives^ of 
the paper mills when we met them tow^ards the end of our enquiiy. 
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Their attitude was that the argument was not maihtamalile, thatt 
the paper they sold was constantly in direct competition with im¬ 
ported paper, and that if protection were givem they could increase* 
their sales substantially. 

30. In this matter we are not inclined to^ tahe an extreme view. 

^ It would he absurd to argue that Indian papeK’ 

TATIetoite cW. ^ competition with imported 

paper, for the mills^ were able to adduce a 
number of specific cases in which orders had been lost, because they 
had been unable to reduce their pricei^. On the other hand, it would* 
be equally absurd to argue that there wme no purchasers whose needs 
could not he met by paper made fromt mbai grass,, or to deny that 
in many cases the consumer would meet a rise* in price by purchasing 
a cheaper imported paper rather than' Indian paper. We believe 
that, taken with proper qualifications, the view suggested in para¬ 
graph 29 contains a large element of truth. The mistake its advo¬ 
cates are inclined to make is to argue as if the two classes of con¬ 
sumers were rigidly defined and every purchaser belonged perma¬ 
nently to one or the other. There are certainly those who would 
not in any circumstances purchase paper made from sahai grass, 
either because cheapness is their only object, or ‘because their re¬ 
quirements are entirely special. But with all other consumers the* 
question is merely one-of price. At one extreme there are those 
who definitely prefer the Indian paper and in order to secure it 
would pay a higher price than they would give for any chemical 
wood paper; at the other, there are purchasers who prefer the im¬ 
ported paper and will not buj^ Indian paper at all unless it is very 
much the cheaper. Between these two extremes there are endless 
gradations, and there is no absolute dividing line between two classes. 
of consumers. It is not possible, w’e think, to determine even 
approximately what difference in price would be necessary to divert 
to the Indian mills the whole demand which could be satisfied by 
paper made in India. But if our view of the facts is correct,. 
important consequences follow, and these deserve to be noticed. 

31. In the first place, it is clearly established that a great deal 
of paper which might he made in India is 
imported, because the paper actually made im 
India lacks the qualities which the customer 
requires. He could make shift to use Indian 
paper if it were decidedly cheaper, but with 

anything like equality of price he will not. In this respect the* 
whole position might be changed if more paper were made from' 
bamboo, or if the grass mills could overcome the defects which 
intei*fere with the sale of their paper, but we have to deal with the 
situation as it exists to-day. Now a claim to protection put forward 
in such circuinstances almost necessarily involves a theory that, in 
order to benefit the producer, the consumer may justifiably be* 
foj*ced to buy something which is not exactly suited to his require¬ 
ments. Ther» were distinct traces in the evidence given by the* 


Inability of Indian mills 
fo meet requiromeots of 
all users with paper made 
from mhai grass. 
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paper mills, of views which tended in this direction. They were 
ready to admit that no paper could be made in India to compete in 
price with the partly mechanical papers, but their original proposal 
was that newsprint should be included in the protective scheme. 
They admitted again that Art paper could not be made in India, 
and that its price would be at least 6 annas a lb, and often much 
higher, w'hereas the best that the Indian mills could offer would 
be an Imitation Art paper at about 4 annas a lb. And still it was 
argued that, even if the consumer was paying* as much as 8 annas 
a Ib. for Art paper, it w^as fair to compel him by protective duties 
to use the inferior substitute, although the difference in price he 
was prepared to pay for the real thing made it obvious that its 
special qualities were essential to him. We are altogether unable 
to countenance pretensions of this kind. It is often necessary, when 
protective duties are imposed, to include within the scheme com¬ 
modities not made in the country imposing the duties, because, if 
excluded, they would compete with what is produced. It will cer¬ 
tainly be necessary to follow this coux^se if protective duties are 
imposed on paper. But the initial presupposition is that the Indian 
xuanufacturer can satisfy the reasonable requirements of the con¬ 
sumer, both as^to the kind and the quality of goods which he 
requires. If the claim to protection for paper rested solely on 
the past performances of the mills using mhai grass, we do not 
think this condition could be said to be satisfied. 

82. If the mills using mhai grass can meet fully the require¬ 
ments of one set of consumers, but only par- 
aWtially and in vaiying degree the needs of the 
prices, y ^ remainder, another consequence at once 

follows, namely, that the mills can only 
increase their output by lowering their price. They alx’eady 
number among their customers those who consider Indian paper at 
current prices good value for their money, and it must be pre¬ 
sumed that those who purchase imported paper do so because for 
their purposes Indian paper, when quality is taken into account, is 
too dear. That being so, they will not be induced to buy Indian 
paper unless, as compared with imported paper, it becomes rela¬ 
tively clieap. If an additional duty were placed on imported 
paper and the mills raised their prices to the same extent, they 
could not hope to sell a large output, for their paper would still 
be in the same price relation to imported paper. It is this fact 
which explains the remark of the Titaghur Company in a supple¬ 
mentary statement submitted in July 1924 that if an additional 
10 per cent, duty is imposed, we do not look to get this figure of 
annas 4 per lb. of paper, but we do look to staHlise sales round 
about the present prices, thereby enabling us to fill our works with 
orders at present prices,^’ This remark has been criticised by 
sceptical persons as if it implied an altruistic intention to forego, 
wholly or in part, the benefits of protection. But clearly the 
writer had no such intention. What is of interest to the manu¬ 
facturer is not the gross price he realises, but the difference 
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between that price and his cost of production. It may pay him 
better to sell at the old prices rather than to raise them, if he can 
thereby increase his output and keep his works fully employed. 
The circumstances of the paper trade appear to be such that a 
policy of this kind would pay the manufacturer best* 

33. In the claim for protection, as originally presented by the 

mills, great stress was laid on the pre- 
valence of dumping and on the injury thus 
inflicted on the Indian Paper industry. Some of the paper 
dealers, on the other hand, went to the opposite extreme 
and contended that the price of Indian paper was not determined 
by foreign competition at all, but by internal competition between 
the mills themselves. It will be convenient to consider these two 
theories together. The question of dumping is ver^" much one of 
definition. The Paper industry in Europe is passing through a 
period of bad trade, when the demand is poor and the mills have 
difficulty in selling their output. In these circumstances it may 
naturally be expected that the British and German mills will sell 
for export at prices distinctly below the prices charged to domestic 
consumers. Dumping in this sense is probably responsible for the 
low price of many kinds of imported paper, though not of all. 
The Scandinavian mills cannot pursue the same policy, for the 
domestic consumption of Norway and Sweden is small, and no mill 
can afford to dump 80 or 90 per cent, of its output. It Mlows 
that when the imported paper comes chiefly from these countries, 
the price is not affected by dumping. Except to the extent indi¬ 
cated above, it has not been established that dumping exists or 
that any special attack is being made on the Indian market, and 
indeed evidence has been given by one of the mills (see paragraph 
34) which makes it clear that the low c.i.f. prices of imported paper 
cannot be taken as the prices actually paid by many consumers. 
The dumping, in so far as it exists, is therefore to a large extent 
ineffective. 

34. The assertion that the price of paper produced by the 

Indian mills is determined not by the price 
Relation of prices of imported paper, but by internal competi- 
impoXS*papei\° ° between the mills themselves does not 

seem to us to be well founded. The Tita- 
ghur and Bengal Companies have for a number of years worked toge¬ 
ther, and raised and lowered prices simultaneously; and though the 
India Paper Pulp Company works independently, there is nothing 
in the evidence to suggest that it has taken the lead in price 
cutting. There are, however, peculiar features in the price situa¬ 
tion, and these must be described. In the first place, it appeared 
from the figures given by the Titaghur and Bengal Companies that, 
since the war, the mills have been able to realise higher prices 
for their paper than the prices of the corresponding imported 
paper, and none of the explanations given in oral examination 
appeared to go to the root of the matter. But the representatives 
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of tile Titaghur Company threw some light on the subject when 
they stated that under cover of the prices fixed by the mills the 
dealers in imported paper were realising higher profits, i,e,, they 
kept prices at the highest point at which they could sell in com¬ 
petition with Indian paper, so that the benefit of a low c. i, f. 
price was not passed on to the consumer. The dealers who gave 
evidence did not seriously dispute the statement, and the Calcutta 
Paper Traders’ Association remarked that they attempted “to get 
higher prices for imported goods ” and added the frank admission 
(unprecedented in our enquiries) “it is not often that we are 
^compelled to sell at a loss If the facts are so—and we have 
:no reason to doubt them—the Indian mills' prices, once fixed, deter- 
inline the prices at which the dealers will sell imported paper, 
:and such a state of affairs would be impossible if an intensive 
:and systematic policy of dumping w^ere being pursued. But it 
does not follow^ that the mills’ prices themselves are not governed 
by the general level of world prices. The real fact appears to 
be that during a period of steadily falling value>s the mills have 
-'Constantly been compelled to cut prices in the hope of stimulating 
sales, and the dealers have always had sufficient margin to come 
down to a lower level without sacrificing profits, with the result 
that at the new level the mills might maintain, but could not 
increase, their output. In this sense it may be true that during 
the last two years the price reductions have originated with the 
mills, but ordinarily they wroiild be effected by pre-arrangement 
and would not be due to internal competition. 

35. The second minsual feature in the price situation is the 
fact that the price of Indian paper is the same 
up-counti'y markets as it is in Calcutta, 
markets. mills bear the freight up-country. 

It might have been expected that the up- 
country price would be higher than the Calcutta price by at least 
the amount of the railway freight, or even by a little more, since 
the mills enjoy freight concessions on waggon-load consignments 
to the principal centres. In this case also the explanations fur¬ 
nished in oral examination did not make the matter clear. It is 
impossible to attribute the anomaly to the importers, for the;/ 
■can have no conceivable motive for foregoing in Delhi and Lahore 
a profit to which they cling in the seaports. The explanation 
seems to be that, in the effort to increase their output, the mills 
have been compelled to resort to that practice of dumping with 
which they charge their foreign competitors, and to unload their 
surplus stocks at unremunerative prices in the less impoi^tant 
markets. The Bengal and Titaghur paper is best known and has 
acquired its firmest hold in Bengal and Bihar, and it is the price 
in this market which matters most to the mills. Elsewhere it 
may be worth while to make price concessions if in that way sales 
can be increased. No other reasonable explanation of the practice 
lias been suggested, and it is evidently for the same reason that in 
Bombay tbe mills sell at a price lower than the Calcutta price. 
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It appears therefore that the relation of up-country prices to prices 
in the poi’ts is determined not by the importers but by the mills, 
and it is quite possible that in the up-country market the mills 
more often compete against each other than they do in Bengal 
and Bihar. 


e36. From paragraph 25 onwards we have considered almost ex- 
Limitation of market fox <flu«ively the Indian market for paper made 
paper made from sabai from sahai grass. Our review of the evidence 
suggests the inference that there is a natural 
limit to the quantity of paper which, under existing conditions, 
can profitably be made from this material, and that this limit has 
already been approached, if not exceeded. It may be that sahai 
grass is as good a paper-making material as Esparto, and that 
paper could be made from it which would rival the high quality 
papers made from Esparto in Europe. But there is only a small 
demand for paper of this kind in India, and nothing would be 
gained by attempting to produce it. The Indian mills must there¬ 
fore produce from sahai grass a paper which will compete in price 
with the European papers made from chemical wood pulp. This 
may be possible only to a limited extent. The very quality 
which makes sahai gross valuable, viz.^ its durability and strength, 
is associated with the defect of hardness, which makes the material 
intractable in the paper machine, and the paper a trial to the 
printer, whose stereo plates wear out too quickly. In fact a paper 
made entirely from sahai grass would not bo satisfactory, and the 
mills admit that some admixture of chemical wood pulp is neces¬ 
sary. The minimum quantity of wood pulp required has been 
put down as from 16 to 20 per cent., but actually both before 
and after the war the mills have been using from HO to 40 per cent., 
and sometimes more. The paper produced by the Titaghur and 
Bengal Mills is therefore very far from being a pure grass paper, 
but even so, the hardness of the gross makes itself felt, as Mr. 
Ascoli pointed out. In these circumstances, while sahai grass may 
be an admirable material for many kinds of paper, there will be 
others for which it is unsuitable, cither because Ihe cost of securing 
the quality required may he too high, or because the specific virtue 
of the material may be lost in the process of overcoming the diffi¬ 
culty. Sir Willoughby Carey told us that it is not easy to combine 
strength with a high finish, for if the loading is increased the 
paper is weakened. We are not satisfied that there is much room 
for an extended use of sahai grass in paper-making in India, and 
if there were no alternative material, the prospects of future 
development would not be very bright. It is important there^ 
fore to consider how the position is affected by the appearance of 
bamboo as a new raw material, for it may possess the qualities 
which sahai grass lacks, and if bamboo pulp could be substituted 
for imported wood pulp, India would be freed from its dependence 
on foreign stipplies, 

n 
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37. We have received few detailed opinions as to the quality 

of the paper made from bamboo by the 

we'r-StreS^°" Company, and this was to 

be expected, for sufficient time has not yet 
elapsed to enable users to express a final judgment. But the evi¬ 
dence given is sufficient to clear up the facts. All those who ex¬ 
pressed opinions agreed that the paper made from bamboo was not 
as strong as pajier made from sahai grass. Mr. Haidar, giving 
evidence for the Calcutta Paper Traders’ Association, stated that, 
while bamboo paper was not as strong as grass paper, it was better 
in this respect than the imported paper. Mr. Ascoli stated in hi& 
oral evidence early in December 1924 that when Government first 
began to purchase this paper, it was very weak indeed, but it was 
now much stronger and in every way satisfactory. Subsequently,, 
on the 9th of January 1925, he drew our attention to facts which 
tended to throw doubt on the strength of paper made from bamboo. 
Certain supplievS received from the India Paper Company in Dec¬ 
ember 1924 were deficient both in tensile strength and folding 
resistance, and tests made on supplies of an earlier date seemed 
to indicate an unduly rapid deterioration in those respects. In a 
vsubseqiieiit letter the Controller informed us that further tests^ 
showed that the deterioration in bamboo paper ivas certainly 
neither greater nor more rapid than in the case of a sahai grass? 
paper ”; and we do not think that any anxiety need be felt on 
this point. A full explanation of the weakness of the paper sup¬ 
plied to the Conti'oller in December was given by the India Paper 
Pulp Company, and we arc satisfied of its correctness- The 
^ beating ^ equipment has no reserve capacity, and when one of' 
the beating engines is put out of commission for repairs, the strength 
of the paper necessarily suffers. The weakness was due to acci- 
deiiial causes and not to any inherent defect in the fibre or the 
process of manufacture. Wo are satisfied that while paper made 
from bamboo has not the same strength as paper made from sahai 
grass, it is as strong as, or possibly oven stronger than, paper made 
from wood pulp. 

38. The bamboo fibre, again, lacks the hardness of the grass 

., - fibre, and indeed Mr. Haidar informed us 

Ot erquaUUwof baml)00 when bamboo paper first came in , it was 

too soft, but it had now improved in that res¬ 
pect. It is free, therefore, from one defect of sahai grass, and 
paper ean l)e made entirely from bamboo without any admixture of 
wood pulp. Bamboo paper, however, lacks the bulking quality of 
grass paper and cannot so easily be used both for printing and for 
writing. On the other hand, both in finish and cleanness of surface* 
it is greatly superior to grass paper, and docs not compare unfavour¬ 
ably with imported paper. Mr. Ascoli's verdict on this point was 
that it was as good a paper for ordinary purposes as any imported- 
paper, and that, if made in England, it would compete with English 
papers in the home market. Other witnesses were less emphatic, 
but all agreed that the bamboo paper was superior to the grass paper 
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in these two points, and for that reason had a better chance of 
displacing imported paper* Prom the evidence it seems clear that 
bamboo paper does not possess the characteristic defects and 
merits of grass paper and much more closely resembles the paper 
made from wood pulp. This is a fact of great importance because 
it opens up avenues of development which were closed to the Indian 
Paper industry so long as it was dependent solely upon sdhai grass. 
A paper made from bamboo will meet the needs of those users 
who dislike the grass paper, and possibly bamboo pulp may take 
the place of wood pulp as a constituent of paper made principally 
from grass* 

39. The conditions of the Indian paper trade are such that 

it is extraordinarily difficult to say with what 
pifficuity of comparing imported paper a particular Indian 

ted papor. paper xs in competition. The manuiacturers 

complain that they are subject to a special 
handicap because they have to msike a larger variety of papers than 
European mills, and it is probably true that the requirements 
of the Indian market could not be adequately met by the Indian 
mills unless they were prepared to produce many kinds of paper. 
But one of the charges against the mills is that in fact they do 
not supply what the market wants, and for this reason cannot 
increase their sales. The evidence we have taken leads us to 
believe that in order to keep down costs the mills have not; 
attempted to diversify production, and do not make so many, 
kinds of paper as might have been expected* Their policy ha^ 
been to adhere to a few standard types, and, if necessary, to reduce! 
prices in order to sell their output, rather than to obtain higher 
prices by multiplying the kinds of paper produced. The adoption of 
this policy may have been inevitable, but the result is that the 
competition between Indian and imported papers becomes entirely 
a question of the price at which the mills can sell without loss. 
Each kind of paper produced by the mills is in competition not 
with one kind of imported paper but with several, and a direct 
comparison of prices, kind by kind, is not possible. In these cir¬ 
cumstances the ordinary method of determining the fneasure of 
protection required by an industry is hardly feasible. The only 
comparison that can be made is between the average price obtained 
by the mills over a period for some standard class of paper made by 
them, white printing, and the range of prices of those classes 
of imported paper which compete with it* The price which the 
mills have actually obtained in the past, when imported prices were 
at a certain level, is on the whole the best criterion to determine 
what price they are likely to obtain in the future if the duty is in¬ 
creased. On these lines we shall review briefly the main classes of 
paper with which we have to deal, 

40. The imported printing papers with which the white print¬ 

ing paper made by the mills comes into com- 
White printitg paper. petition fall mainly under the following 

heads, Machine Finish, Antique, super-calendered (or lybry 

B 2 
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Finish) and Imitation Art. Tlie Machine Finish paper is the 
cheapest wood-free paper imported, and is the paper most directly 
comparable with Indian white printing* The highest grade Antique 
is a pure Esparto paper and expensive, but the lower grades con¬ 
tain a mixture of Esparto and wood pulp and compete with the 
country-made Antique. Super-calendered (or Ivory Finish) paper 
is more highly glazed and has a smoother surface than Machine 
Finish paper, and is imported in large quantities for books, periodi¬ 
cals, catalogues and all advertising literature. This class of paper 
is made in India only by the Titaghur mills, and the quality does 
not apparently compare favourably with the imported paper. Imi¬ 
tation Art paper is used chiefly as a substitute of Real Art paper 
in illustrations. It is not made in India at present, but there is 
no reason why it should not be made. It probably does not com¬ 
pete much with Indian paper at present, but would do so if pro¬ 
tective duties were imposed on other papers and not on it. Tho 
c.i.f. prices of all foxir classes of paper lie between £28 and 
£32 a ton. 


41. In the case of writing papers it is not so easy to distinguisk 
the kinds which are in competition with 
n ingpapeis, Indian paper, and the question is mainljr one 

of price. Generally, it may be said that any imported writing 
paper competes with Indian paper if the c. i. f, price is between 
£26 and £36 a ton. Paper costing less than £30 a ton would 
probably be partly mechanical. Paper costing more would be made 
of wood pulp, but near the higher limit might contain a mixture of 
Esparto grass. Mention should also be made of the so-called 
Account Book (printing), which is used largely in the Bombay 
Presidency and by up-country merchants for account books. It 
has a glazed hard surface and is preferred by those who use pens 
made from reeds or bamboo twigs. The c, i. f. price is about £32 
a ton. 


42. The ** badami paper made by the Indian mills is a buff 
coloured, unbleached or half bleached paper, 
«Ba ami paper. printing and for writing, and 

is commonly sold at a price 10 or 11 pies a lb. less than the price 
of white printing. Its only foreign competitors are papers contain¬ 
ing a proportion of mechanical pulp, and these are sometimes dyed 
buff to imitate badami The Indian paper would usually have 
the preference wherever the durability of the paper was important. 
The c. i. f. price of the ‘ part mechanical * papers would be from 
£22 to £26 a ton. 


43. The imported wrapping papers may be divided into three 
, main classes. At the bottom of the scale are 

Wrapping papers. Nature Browns, which contain a high 

proportion of mechanical pulp and are brought in at about £15 a ton 
c. i. f. This paper has no virtue except its cheapness, and no paper 
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can be produced with. Indian materials at anything like the same 
price. The two papers that do compete with Indian wrappings 
are Manilla and Kraft. The former is made of hemp, with or 
without an admixture of jute, and the price varies according to 
the quality from £21 to £30 a ton. The Indian mills also pro¬ 
duce Manilla paper, but it is said to be inferior to the imported 
article. Kraft paper is made of sulphate wood pulp and is valued 
on account of its bulk and strength. The c, i. f, price is about 
£24 a ton. The evidence makes it clear, we think, that the Brown 
paper made by the Indian mills' is inferior to Kraft and is likely 
to be supplanted by the latter. There is also an Imitation Kraft, 
the c, i. f. price of which is about £18 a ton. 

44. Since the middle of 1923, apart from minor fluctuations, there 
^ has not been any very decided movement 

rices y the sterling c. i. f. prices of imported paper. 

But owing to the rise of the rupee sterling 
exchange from Is, Ad. to Is. Gd., the rupee prices of imported paper 
have fallen substantially, and the Indian mills also have been com¬ 
pelled to lower their prices. This factor has to be taken into account, 
but if allowance is made for it, the prices which the Indian mills 
may expect to realise in the face of foreign competition can be as¬ 
certained. The prices per lb. realised in 1923 and the early months 
of 1924, as given in the answers to the questionnaire, are as 
follows: — 


Prices realised fer Ih. 


— 

Titaghur 

Paper 

Mills 

Company. 

Bengal 

i'aper 

Mill 

Company. 

India 

Paper 

Pulp 

Company, 


A. r. 

A, P. 

A- P, 

cim . 

4 ^ 

4 9 

4 54 

White printing < 




(.1924 . 

4 3 

4 6 

4 3 

rim . 

4 m 

5 0 

4 114 

Cream-laids i 




(1924 . 

4 6 

4 6 

4 6 

r 1923 , . . . . 


3 4 

3 14 

Browns i 




(1921 , . , , . 

... 

3 n 

... 


None of the mills has given the price of badami paper, but 
it may be taken as 10 to 11 pies a lb. lower than the price of white 
printing. It will be noticed that the Titaghur Mills and the India 
Paper Pulp Company have given identical figures for white print- 
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ing and Cream-laid, and it is clear, we think, that the prices re¬ 
corded are not the actual realisations on all sales, but are arrived 
at, after deducting 6 pies a lb, to cover selling charges and 
freight, from the gross selling price fixed from time to time. Neces¬ 
sarily these prices exclude all sales imder special contracts, such as 
the purchases of the Controller of Printing, Stationery and Stamps, 
and the average prices actually realised must have been lower. 

464 Although we are not in a position to give the actual prices 
realised for each kind of paper separately, 
Averap prices reaM supplied US with figures showing the 

net prices realised on the average tor all 
kinds of paper, and the India Paper Pulp Company gave their 
prices both including, and excluding, the cheaper kinds of paper 
such as Brown, “ badami ”, unbleached, etc. The figures are tabu- 
iated below: — 


Average frices per lb. 



Titaohue 

Papee 

Mills 

Company. 

Bengal 
Pap BE 
Mill 
Company. 

Indian Papee Pulp 
Company. 


All kinds. 

All kinds. 

All kinds. 

White 

printing 

and 

writing 

only. 

1923 4 4 * . 

Annas. 

Annas, 

3*90 

Annas. 

Annas. 

April to September 1933 

1 

... 

3*90 

4*22 

October 1923—March. 1924 , 



3-99 

4-26 

April 1923—March 1924 

4*03 



... 

January—June 1924 * 


3*71 

••• 

... 

.April—September 1924 

3*83 


4*r6 

4*17 

July—October 1924 

... 

3‘68 



October—November 1924 

... 


3*95 

3*99 


The Titaghur Company informed us that the average price rea¬ 
lised for all kinds of paper could be taken as very close to the 
average price for white printing. The Bengal Company manu¬ 
facture a higher percentage of Browns and ^^badamis”, and in 
their case the average price realised for all kinds of paper is lower. 
The India Paper Pulp Company have concentrated more and more 
during the last two years on the better kinds of paper and the 
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percentage of the output covered by Brown, 
ed, Nows and Unglazed has been as follows 

badamis ”, TJnbleacb 

April to September 1923 . 

. 44-2 

October 1923 to March 1924 

. 301 

April to September 1924 . 

. 14-8 

October and November 1924 

. 5-T 


Tho result is that the average price for all kinds is now practi¬ 
cally identical with the averag-e price of white printings and writ¬ 
ings, and a little above the price of white printing. 

46. The figures tabulated in paragraph 45 do not disclose the 
Board's estinifttc of effect of the rise in the exchange, and in 

average prices likely to be the case of the India Paper Pulp Company it 
realised. ig completely masked by the fall in the per¬ 

centage of cheap paper manufa(;tured. The explanation is that 
from April to September the Companies were engaged in a hard 
struggle to maintain prices in the face of a rising exchange, and 
the injury they suffered was reflected not so much in lower prices 
as in a decline in sales and the accumulation of sto(iks. After the 
end of the half year, it became impossible to continue this policy 
and prices had to be cut drastically, the oross price of white print¬ 
ing being reduced from 4 annavS 9 pies a lb. to 4 annas 3 pies, and 
the price of Cream-laid from 5 annas to 4 annas 4^ pies. These 
prices would be equivalent to about 3 annas pies aud 4 annas 
net for paper sold in Calcutta, and the average for all sales would he 
somewhat lower. We estimate that the average prices likely to be 
realised by the three Companies are as follows: — 


Titaghur Mills 

A. 

3 

p. 

T 

Bengal Mill .... 

3 

5 

India Paper Pulp Company . 

3 

8 


We believe that the figures given above are a reasonable estimate 
of the prices at which the mills can expect to sell their present output^ 
with world prices of paper at their present level, with the present 
rates of duty and with the rupee sterling exchange at Is. 6d. The 
mills are manufacturing to about five-sixths of capacity, and in 
order to increase their sales to full capacity, further reductions in 
price would certainly be necessary. It is these prices, we think,, 
which must be taken into account when the question is considered 
whether the industry can survive without additional protection^ 
and if so, what amount of protection is necessary. 

47 . The question may be raised whether it is safe to assume 
that world prices will continue at about their 
Further decline in ster- present level, and whether allowance should, 
ling prices not anticipated, made for a further fall. One or two- 

witnesses took this view, and particnlarly Mr. 
Haidar, who gave evidence on behalf of the Calcutta Paper 
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Traders’ Association, but on tbe whole the weight of the evi¬ 
dence is decidedly against it. The last two or three years 
have undoubtedly been a very unreniiinerative period for the 
Paper industry in Europe, and our attention has been called 
to numerous complaints of unremunerative prices in the Trade 
Papers, A recovery in trade would probably be accompanied by 
some stiffening in prices as the demand increased. But apart from 
That, there is always in the back ground the apprehended shortage 
of wood for pulping, a factor which must exert a steadying in¬ 
fluence and will tend to maintain priccvS, even if it does not raise 
them. We shall discuss this question more fully in Chapter IV. 
There is, of course, the possibility of a further rise in the rupee 
sterling exchange, but into this thorny question we cannot enter. 
The tariff machinery must, however, make provision to safeguard 
industries from the injury they may suffer by sudden fluctuations 
in the exchange. 


selling 


establishments 
several Europeans, the selling of paper by mills 
coiisuinors at wholesale price in . competition with 


48. Before closing this chapter we must refer briefly to one 
^ question which occupies a good deal of spacie 

Indian mills. ^he evidence, but on which wo have not 

felt compelled to arrive at any finding. The 
selling methods of the Indian mills were freely criticised by the 
paper dealers and others, and the chief points assailed were the 
maintenance by some mills of expensive 
including ' 

direct to 

their owui dealers, the high rates of discioimt allowed to dealers, 
and tbe throwing on the market of good paper at a low price in the 
form of ^^job lots.” All those points might be of importance in 
our enquiry if it could be shown that the net result was that the 
mills were not realising pric^os as high as could be obtained tvith 
better management. We do not think the witnesses have succeeded 
in proving this, or even making it probable, and it is no part of our 
duty to criticise the action of the mills on grounds which are not 
directly relevant to our investigation. We may add that some of 
the criticisms seemed to us to be expressed in an exaggerated form. 
Wo do not believe that direct sales by the mills in competition 
with their own dealers have been frequent, and at a time when tbe 
dealers are admittedly making high profits on imported paper, it 
is idle to condemn as excessive tbe much smaller discount they allow 
to dealers. As for the job lots, we have ascertained from tbe 
Titaghur Mills (who were considered the chief offenders in this 
respect) that the job lots despatched from April to December 1924 
were 294 tons, which is equal to 2-73 per cent, of the total des¬ 
patches. The great bulk must have been indifferent paper which 
could be disposed of in no other way. The critics did not perhaps 
always remember that, when an industry is suffering from a falling 
demand, measures to which in normal times the manufacturer would 
not resort will be taken to promote sales and to reduce stocks. 
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CHAPTER III. 

The Cost of Production. 

49* In our examination of the cost of production we shall confine 
ourselves to the figures submitted by three of 
The ® the companies who gave evidence. The works 

costs of the Lucknow mill of the Upper India 
Couper Paper Mills Company are higher than those of the other 
mills using grass, and cannot be taken as typical, while the 
Deccan Paper Mills Company have not supplied us with any cost 
figures more recent than those of 1913-14. The works costs^ of the 
Titaghur Mills, the Bengal Mill and the India Paper Pulp Company 
have been tabulated in Appendix II and to these have been added 
the estimates submitted by all three Companies of the extent to 
which they believe their costs can be reduced when production app¬ 
roaches capacity. It is these figures which are examined in detail 
in this Chapter. The costs given are in each case average costs for 
all kinds of paper, and the cost of manufacturing any particular 
kind of paper can be estimated only approximately. This adds a 
little to the difficulty of thfe enquiry, but owing to the two facts that 
most of the paper produced by the Indian mills competes not with 
one kind of paper but with several, and that the writing and printing 
papers commonly made do not differ much either in cost or selling 
price, it is not so embarrassing as it might at first sight appear. 

50. In the classification adopted at the outset of our enquiry, the 

„ . , term ^ ^primary raw materials” was defined a» 

umsry a eria s, covering the various products {e.g,, grass, 

bamboo, rags, etc.) from which the fibre is obtained Here there 
is a difficulty, because the cost of primary materials ” as given by 
the Titaghur and Bengal Mills in Appendix Ill includes rags, hemp, 
jute and waste paper as well as sabai grass, and both these mills were 
unwilling to disclose the prices paid to contractors for the former 
materials. In order to ascertain the cost of grass per ton of paper, 
it is necessary to examine the other evidence given by the mills. 

51. The Titaghur Mills draw their supplies of grass from four 

different areas. The so-called *‘Western 
Circle^^ Hes lu the extreme north-west of the 
United Provinces at a distance of about 920 
miles from tbe mills. The quantity of grass which can be obtained 
from this area is said to be about 15,000 tons, but the actual quantity 
collected in recent years has been very much less—^2,463 tons in 
1922-23 and 1,944 tons in 1924-25. Grass is also obtained from 
Nepal, where the Company have received a concession from the 
Darbar, the distance from rail-head to the mill being 580 miles. 

*The costs of the Bengal Mill are for the calendar year 1923, and those of 
the other two mills for 1923-24 and the first six months of 1924-25, 
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The quantity obtainable is estimated to be 11,000 tons, and the 
quantity actually extracted was 4,255 tons in 1922*23 and 9,648 tons 
in 1923*24, Jhe two remaining areas are Sahebganj in Bihar and 
Orissa and what is known as the ^^Eastern Circle'^ in the United 
Provinces and the Itewa State, The average distance of the grass 
fields from the mills is given as 230 miles, and if this figure is correct 
the great bulk of the grass must come from Sahebganj, The quantity 
of grass obtainable is evstimated to be 15,000 tons, the actual 
quantity collected in 1922*23 was 7,637 tons and the estimated 
collections of 1924-25 are 11,000 tons. The Raniganj mill obtains 
its grass partly from the Ramnagar area, which is a portion of the 
Western Circle in the United Provinces sub-leased to them by the 
Titaghur Company, and partly from Cliota Nagpur and the ad¬ 
joining States, The Ramnagar area must be at least 800 miles from 
Raniganj, and the average distance of the Chota Nagpur grass fields 
cannot be much less than 200 miles. The qiiantities actually 
brought to the mills in 1923*24 were 1,858 tons from Ramnagar and 
3,024 tons from Chota Nagpur. 


52. The costs of the grass brought from different areas to the 
mills in 1923-24 have been tabulated in 
Appendix III and also the estimates furnished 
.aba. at themes Titaghur Company of the probable 

costs if the fields were worked to capacity. The cheapest grass comes 
from the Sahebganj area which is nearer to the mills than any of the 
other fields, but no details of the cost have been given. In the 
remainder the expenditure has been classified under four heads, two 
of which vary according to the output and two do not. The cost of 
cuttiiiiT, carting and baling lies between Rs. 22 to Rs. 26 a ton, and 
the railway freight is Rs. 9 a ton from the Chota Nagpur area and 
between Es. 13 and Rs. 14 a ton from the other fields. No reduction 
is expected under the first head, and, as the mills have recently 
received substantial freight concessions from the Railways, the 
transport charges cannot be brought down much further. These two 
items together amount to between Rs. 35 and Rs. 40 per ton of grass. 
The balance of the cost falls under the heads of “royalty’’ and “ mis¬ 
cellaneous”, and both of these must be high when the output is low. 
In practically every case the mills do not pay a royalty calculated 
on the weight or quantity of grass extracted, but an annual rent 
which entitles them to as much grass as they can remove from a given 
area in a year, and the incidence of this charge therefore varies 
inversely with the output. In the Western Circle the Titaghur 
?y!ills pay Rs. 77,500 annually to the local Government, Rs. 1,00,000 
to the original concessionaire who transferred the lease to them, 
and in addition are writing off preliminary expenses at the rate of 
Rs. 25,000 a year. They have been able by sub-leases to transfer 
part of the burden to other shoulders, but even so the royalty 
amounted to Rs. 47 per ton of grass, and when the full output is 
reached will still, it is expected, exceed Rs. 10 a ton. For the 


Nepal area the Titaghur Mills pay Rs. 80,000 annually to the Nepal 
T)a-bar, a charge which amounted to Es, 9 per ton of grass in 1923-24 
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and would still be Rs. 8 a ton with a full output. The Bengal 
Company pay Rs. 45,000 annually for their sub-lease of the Ram- 
nagar area, and the incidence of this charge was nearly Rs. 24 per 
ton of grass in 1923-24. In the Chota Nagpur area the various rents 
paid amounted on the average to Es. 9 a ton. The miscellaneous 
charges include the cost of the establishments which supervise the 
collection of grass in the fields, and other expenses, some of which 
vary with the output and vsome do not. The Titaghur Company 
expect that in the Western Circle the miscellaneous charges would 
fall from Rs. 26 to little more than Rs. 3 a ton with a full output, 
but in the Nepal area, where the grass is brought to rail-head by 
contractors, no reduction under this head is hoped for. 

53. The average cost of the grass from all sources delivered at the 
Tota-cQftof.aW Titjighur Mls was Rs. 60 a ton in ]922-23, 

fit the n>j\u. about Rs. 70 a ton in 1923-24, but was 

expected to fall to about Rs. 67 a ton in 
1924-25. The average cost of the grass delivered at the Raniganj 
mill was slightly under Rs. GO a ton in 1923-24. Before the war, 
in 1918-14, the average cost of grass delivered at the Titaghur Mills 
was Rs. 85 a ton, while the cost of grass to the Bengal Mill was a 
little higher at about Rs. 38 a ton. The increase in cost since before 
the war is approximately GOt per cent. 

54. The cost of sahai grass to the mills during the last two or 

T, xi, u- 1 X three years has been high, and it is of some 

of grass. importance to ascertain how tar the increase 
is permanent and how far it is due to tempo¬ 
rary or removable causes. Unquestionably the very high figure of 
Rs. 70 a ton which the Titaghur Mills had to pa}" in 1923-24 was 
abnormal and was due mainly to the fact that the output of grass 
from the Western Circle was very poor. Both the mills ascribe the 
low output to the very w^et monsoons of 1922-23 and 1923-24; and 
Mr. Carr, in giving evidence for the Bengal Mill, referred to difli- 
culties in the Chota Nagpur area, where the counter-attractions 
offered by the Tata Iron and Steel Company’s worts at Jamshedpur 
had drawn away the local labour. This particular obstacle, 
however, is a permanent one and cannot be regarded as a tem¬ 
porary feature. It was also suggested that in recent years the mills 
have required less than the normal quantity of grass, owing to their 
inability to sell more than about five-sixths of their full output of 
paper. The fact is undoubted, but it explains nothing for both the 
mills have been using more than twice the quantity of wood pnlp 
which, according to their own statements, is needed for admixture 
with the grass in order to produce a satisfactory quality of paper. 
Their action might be ascribed to motives of economy if the impor¬ 
ted wood pulp were appreciably cheaper than the pulp made from 

*The full output of the Nepal Circle was originally stated to be 11,000 tons, 
but at a late stage of the enquiry was given as 15,000 tons. No reason for 
this change was given and we have adhered to the original figure. 

t The Titaghur figure of Rs. 70 a ton is abnormal and may he ignored. The 
increase is from Ra. 00*5 a ton to Rs. GO a ton. 
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grass. But it is unnecessary at this stage to examine the point, for 
both the mills have assured the Board that they can manufacture as 
cheaply as they can purchase. In these circumstances it must be 
presumed that they used all the grass they could get, and the short 
collections must be ascribed either to causes beyond their control or 
to their own default. 

55. Our consideration of the evidence leads us to think that the 
mills are not likely at any time to collect 
Probable cas^ of xahai quantity of grass they require for less 

* ‘ than Rs. 50 a ton on the average. Under 

favourable conditions the cost might ranjre from Rs. 60 to Rs. 56 
a ton, and in unfavourable seasons would be higher. Rs. 50 per 
ton of grass is equivalent to Rs. 125 per ton of pulp or paper, and 
the distribution over the sub-heads might be very approximately 
as follows; — 



Cost per ton 

Cost i^r ton of pulp or 


of grass. 

paper.* 

■ - - - . 

Rs. 

Ra. 

Cutting, carting 

and 


baling . 

25 

62-5 

Railway freight 

10 

250 

Rent or royalty 

10 

25-0 

Other charges 

6 

12-5 


50 

125 


We shall discuss the cost of sahai grass on broader lines in Chapter V 
when we consider the natural advantages of the Paper industry 
in India. 

56. The only primary material used by tlie India Paper Pulp 
Company is bamboo, but owing to the in- 
Pnmary^iMton^s—Cost of the pulp-making plant they are 

obliged at present to use a certain per¬ 
centage of imported wood pulp. The cost per ton of bamboo 
delivered at the mill was given by the Company in their answers 
to the questionnaire as Rs. 50, with the remark that this figure 
,'ould be much reduced when large scale extraction became 
possible. The Company have received a concession from the 
Government of Bengal covering a large area of bamboo at Kasalong 
in the Chittagong Hill Tracts, extending for 150 miles on both 
sides of the Karnafuli river, the average distance from Chitta¬ 
gong being about 130 miles. The bamboo, when cut, is built into 

^The wastage which occurs in converting pulp into paper is made good 
hy the weight of the sizing and loading which is added. _ This is not necessarily 
so, Imt appears to be approximately correct for the kinds of paper produced 
in India. See Appendix IV. 
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rafts and floated down the river to Jaitpiira, about 14 miles up¬ 
stream from Chittagong, and there for convenience of transport, 
is crushed and baled. The bamboo is conveyed to Chittagong in 
barges, and thence by rail and steamer to Ifaihati. The details of 
the cost given in a statement placed before the Board in July 1924 


are as follows: — 

Cost per toi 
of bamboo. 

Es. 

Cntting ...... 15»00 

Eafting to Jaitpiira .... 2*50 

Crushing and despatch . . . 9*00 

Boating to jetty . ... 2‘52 

Lauding charges ..... 2*25 

Railway freight to Naihati , . . 8*44 

Siding charofe . . . . . 0-11 


39*82 

To the above items, however, there are other charges to be added 
aggregating Rs. 44,000 in 1923-24. If these are divided by the 
quantity of bamboo extracted and sent to Naihati during the year, 
the figures are as follows: — 



Cost per ton 
of bamboo. 


Rs. 

Rent of building at Jaitpura 

. 0-19 

Chittagong staff and establishment . 

. 5-97 

Travelling expenses, etc. 

. 3-62 

Miscellaneous. 

. 2-34 

Royalty . 

. 3-57 

Total 

. 15-C9 


It will be seen that the actual cost at the mill of the bamboo 
brought from the ChittagoujOf Hill Tracts exceeded Rs. 65 a ton, 
so that the India Paper Pulp Company had no great aclvantage 
over the grass mills so far as the cost of primary materials was 
oonceriied. The total quantity of bamboo used at the mill in 
1923-24 was 4,847 tons, and about 2,000 tons must therefore have 
been obtained in the open marlvot from other parts of Bengal. 
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57. The cost of the bamboo brought from Kasalong has proved 

disappointingly high, and is greatly in 
Reasons for tne high excess of the estimates made when the pro- 
Kasalong leaerve* was first mooted. The reasons for this 

were discussed by the Company in a Note 
which is printed in the evidence. The high costs are due mainly 
to the fact that the quantity of bamboo extracted has never ap¬ 
proached the quantity expected. It is not that there is any 
scarcity of bamboo; the quantity available for cutting within half 
a mile of the river bank is far in excess of the Company’s needs^ 
but the difficulty of securing the necessary labour has been very 
great. Considerable quantities of bamboo were brought down the 
Karnafuli annually before the Kasalong concession was g-rjinted 
to the Company, and the local labourers are for the most nart 
heavily indebted to the merchants who deal in the bamboo. The 
influence of the latter seems to have been freely exerted against 
the Company, and the difficulties have not yet been overcome. The 
effort to secure a larger output has necessitated the employment by 
the Company of a special staff under the control of a European 
officer, and expedients of this sort are necessarily expensive. A 
subsidiary cause which has tended to raise costs is the fact that the' 
flood losses have proved far more serious than was anticipated. 

58. The various items which go to make up the total cost of 

bamboo landed at Naihati can be roughly 
Analysis of^th^ coat o elassified under three heads. The first covers 
the cost of cutting and rafting to Jaitpura,. 
and amounts to Its. 17-8 a ton. These charges would be about 
the same whatever the output. The second covers all charges 
incurred owing to the necessity of sending the bamboo to Naihati 
instead of utilising it in a mill at Jaitpura or Chittagong, and! 
includes not only the transport charges proper, but also the crush¬ 
ing and haling. The total of these charges is about Rs. 32*5 a ton. 
Finally, the third head covers the miscellaneous charges, which 
would come down substantially with a higher output and would 
also be greatly reduced if the mill were at Chittagong instead of' 
at Naihati. These charges aggregate Rs. 15^5 a ton. The first 
two heads do not call for detailed comment, but it is to be noted 
that the costa arising between Jaitpura and Chittagong account 
for 40 per cent, of the total, of which about half is the actual' 
freight by boat, rail and steamer. These high transport charges 
obviously suggest a question which is more fully discussed in para¬ 
graph 78. The charges under the third head require a closer 
examination. 

59. Under the concession granted by the Bengal Government, 

to which the ccst is nil for the first two years 

of bamboo could be (1920-21) and only Re. 1 a ton for the next 
reduced. 2Q years (January 1st, 1922 to December 

31st, 1931) but the minimum royalty payable annually is Rs. 10,000, 
and the incidence was Rs. 3-6 a ton in 1923-24. If the extrac¬ 
tions could be increased to 10,000 tons, there would be an imme- 
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diate saving of Es. 2-5 a ton. The balance of the expendi¬ 
ture under this head almost all incurred on the special estab¬ 
lishment employed at Jaitpura and Kasalong, and an increase 
of the extractions to 10,000 tons would automatically reduce 
the incidence by lls. 11 a ton to Es, 4-5. If the paper 
mill were at Chittagong instead of at Naihati, a smaller 
establishment would probably suiRce and the expenditure of this 
kind might not exceed Es. 3 per ton of bamboo. The reductions 
in royalty and miscellaneous charges would bring down the cost 
of Kasalong bamboo, landed at Naihati, by Es, 14 a ton from 
Es. 55 to Es. 41. In their estimate of future costs the India 
Paper Pulp Company have taken a slightly higher figure of Bs. 45 
a ton, which is said to be the actual cost at which bamboo can 
bo landed, but apparently this figure is the cost of bamboo 
obtained elsewhere. The cost of bamboo delivered at a mill in the 
vi(unity of Chittagong may be taken as E-s. 2l -5 a ton, made up 
as follows: — 



Cost pev ton 
of bamboo. 

Rs, 

Cutting .... 

. 150 

Eafting to Jaitpura . 

. 2-5 

Royalty .... 

. 10 

Miscellaneous 

. 3-0 


Total . 21-5 


In this estimate it is assumed that not less than 10,000 tons of 
bamboo will be extracted from the Kasalong reserve annually. 
The India Paper Pulp Company in their estimate of future costs 
have taken the cost of bamboo delivered at a Jaitpura mill as 
Es. 18-5 a ton, no allowance being made for the miscellaneous 
(.‘harges. We have no doubt that these charges wouU be lower if 
the paper mill were at Jaitpura, but we do not think it safe to 
-assume that the whole of the special establishment could be 
Klispensed with. 

60. The position as regards bamboo, in so far as it is disclosed 
in the evidence of the India Paper Pulp 
Probable cost of bamboo. Company, may be briefly summarised. The 
Company have not yet suct^eeded in extract¬ 
ing more than a comparativeiy small quantity of bamboo in any 
year from the Kasalong reserve, and for this reason the cost of 
bamboo obtained from that source has been high. Even so, how- 
'cver, the cost delivered at Naihati in 1923-24 was lower by about 
Es. 5 a ton than the average cost of the grass delivered at either 
the Eaniganj or the Titaghnr mills in that year. It seems likely 
that, given time and perseverance, the Conipany will succeed in 
bringing down the cost substantially, but probably not below Es. 40 
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a ton* If the cost rangfed from Rs. 40 to Rs. 45 a ton, bamboo 
would be cheaper by about Rs* 10 a ton than sahai grass is ever 
likely to be. Apart altogether from the Kasalong reserve, bamboo 
from other sources can be landed at Naihati at about Rs. 45 a ton, 
80 long as the mills’ requirements are limited to 2,000 tons or 3,000 
tons in the year, but it does not follow that 10,000 or 12,000 tons 
could be obtained at the same figure, for the increase in the demand 
might raise the price. This point is of some importance. Suffi¬ 
cient sahai grass to keep one four-machine mill working could 
be obtained at between Rs. 45 and Rs. 50 a ton and it is the fact that 
three such mills have to be supplied which raises the cost above 
Rs. 50 per ton. Finally, it appears likely that when the initial 
difficulties have been overcome, bamboo from the Kasalong reserve 
could be landed in a mill on the Karnafuli river at a little over 
Rs. 20 a ton. A mill established there would have a great ad¬ 
vantage in respect of raw materials. 

61. The term ^ auxiliary raw materials ^ as defined in the Board’s 
.... ... questionnaire, includes lime, all chemicals 

and dyes, consumable stores and generally 
all raw materials other than primary raw materials and purchased 
pulp.” The India Paper Pulp Company use the sulphite process, 
while the grass mills use the soda process, so that at the pulp stage 
of manufacture the chemicals required are different. In the sul¬ 
phite process sulphur and magnesia are the principal materials, 
but the India Paper Pulp Company have not disclosed any details 
either as to quantities or prices. The Bengal Company purchase 
part of the caustic soda they require, but they have also installed 
apparatus for the recovery of soda from the waste liquor of the 
digesters, and this soda is re-caustioised with lime at the mill and 
is used again. The Titagluir Company have erected a similar 
plant at the Titaghur mill but not at Kankinara, and since the 
war they have also installed a special electrolytic plant for the 
production both of bleach and of caustic soda. As their answers to 
the questionnaire do not mention caustic soda as one of the mate¬ 
rials purchased, it would appear that their whole requirements of 
this chemical can now be met from the soda recovery and elec¬ 
trolytic plants. After the pulp stage the chemicals used by all 
three mills are the same, subject of course to any differences 
there may be in the kinds ^nd qualities of the paper produced. 
This applies to the colouring, sizing, and loading materials such 
as dyes, rosin, alum and china clay. But in the very important 
matter of bleach the Titaghur Mills stand apart. Both the other 
mills import bleaching powder, which deteriorates rapidly in 
a tropical climate, and the cost is heavy, exceeding Rs. 20 per 
ton of paper. But the Titaghur Company obtain the whole of 
their bleach from the electrolytic plant at Titaghur, and the 
bleaching liquor made there is also used at the Kankinara mill. 
From the figures which the Company placed before us privately we 
are satisfied that, after making a full allowance for depreciation 
and interest on the capital invested in the plant, a substantial 
reduction in the cost of bleach has been effected. 
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Anxilkry materials— 

Comparative costs. 


62, The cost of auxiliary materials 
per ton of paper in all three mills was as 
follows in 1923-24: — 


Cost of auxiliary materiala 
per ton of paper. 


Es. 

Titaghur Mills.93 

Bengj-al Mill 112 

India Paper Pulp Company , , . . 119 


The fact that the India Paper Pulp Company showed the largest 
expenditure under this head is to some extent explained by the 
fact that only about 14^ per cent, of purchavsed pulp was used a& 
against 36 per cent, in both the other Mills, It appears from 
the Company’s estimates of future costs that 47 per cent, of the 
expenditure on auxiliary materials is incurred at the pulp stage, 
and it follows that, if the same percentage of imported pulp had 
been used at Naibati as in the other mills, the cost of auxiliary 
materials would have dropped to about Es* 105 a ton. It is 
difficult, however, to make a direct comparison between the bamboo 
mills and the grass mills, owing to the different processes employed. 
The figures given by the Titaghur Mills and the Bengal Mill are 
comparable, since the percentages of purchased pulp used were 
almost identical, and the cost at Eaniganj was higher by Es, 19 . 
a ton, which may be due in part to the railway freight on materials 
conveyed to Eaniganj, but must be ascribed mainly to the elec¬ 
trolytic manufacture of bleach and caustic soda at Titaghur. 

63. For the six months ending September 1924 both the Titaghur 
„ , ^ ^ Mills and the India Paper Pulp Company 

^ sliow a marked reduction of expenditure 

under this head. At Titaghur the cost 
per ton of paper fell from Es. 93 to Es. 73, and this improvement 
of Es. 20 seems to have been due both to lower prices and to better 
results from the new electrolytic plant. At Naihati the reduction 
was from Es. 119 to Es. 95, and was due partly to lower prices 
and better practice, but mainly to an increase in the percentage 
of purchased pulp from 14 to about 30. In their estimate of 
future costs the Titaghur Mills anticipate a further decline in the 
cost of auxiliary materials to Es. 62, but have given no explana¬ 
tion of the cause, and the Bengal Paper Mill Company have not 
attempted in their estimate to discriminate between primary and 
auxiliary materials. It is difficult, therefore, to forecast the reduc¬ 
tions which the grass mills may he able to effect, but we do not 
think it safe to take a lower figure than Es. 70 for the Titaghur 
Company, which makes its own chemicals, and Es. 85 for the Bengal 

*Th© actual quantity of purchased pulp used has not been stated by the 
India Paper Pulp Company, and the figure of 14 per cent, has been arrived 
at on the basis of the cost at Naihati as compared with the cost at the other 
two mills. 
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Mill which does not. In hoth cases it is assumed that the 
percentage of imported pulp is 35, and if no such pulp were used 
the cori-esponding figxires would he approximately Rs. 89 and 
Rs. 108. The India Paper Pulp Company estimate that, with 
hamboo as the sole material, the cost of auxiliary materials would 
be Rs. 106. 


Total cost cf materials* 


64. The total cost of materials in the 
three mills in 1923-24 is tabulated below: — 


Cost or materials per tok 

or EAPEE. 



Tita^hur 

Mills. 

1 

Bengal 

Mill. 

1 

India 

Paper 

Pulp 

Company. 


Rs. 

Rs. 

Rs. 

Primary materials ..... 

119 

102 

100 

Purchased pulp . . . . , * 

106 

100 

40 

Auxiliary materials . . 

93 

112 

119 

Total 

818 

314 

269 


It will be seen that the India Paper Pulp Company has a very 
decided advantage over both the grass mills, but the comparison 
cannot be entirely fair unless allowance is made for the different 
percentages of purchased pulp. We estimate that the nse of 35 
per cent, instead of 14 per cent, of imported pulp would have in¬ 
creased the works cost of paper made at Naihati by about Rs. 5 
ti ton, and that the cost of materials would have been approxi¬ 
mately as follows: — 


Primary materials 


Rs. 

77 

Purchased pulp 

* 

. 100 

Auxiliary materials . 

r* 

. 105 


Total 

. 282 


It will be seen that the advantag^e of the India Paper Pulp Com¬ 
pany in the total cost of materials is reduced by Rs. 23, but, on the 
ether hand, the lower cost of primary materials is fully brought 
out. In spite of all the difficulties experienced in obtaining a 
supply of bamboo, the primary materials were obtained at a cost 
per ton of paper lower than that of either competitor by Rs. 25 
or more. This result is the more surprising because the grass 
mills, in addition to sabai grass, use cheaper materials such as rags, 
Jute and hemp which are not Uvsed at Naihati. 
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65. The cost ^ above materials ’ has been classified under four 
•heads, of which the most important is power 
and jpuel. The cost figures of the three 
mills for 1923-24 and the first half of 
1924-25 compare as fo'Uows: — 


Cost ‘above materials 
Power Bud Fnel. 






Cost or poweh puel 

PES TOX OF PAPEB. 





1923-24. 

April to 
September 
1924. 





Es. 

Rn. 

Titag^hur , , v 

• 

• 

• 

76 

53 

Bengal IVlili • • 

• 



69 

... 

India Paper Pulp Company 

* 

• 

. 

57 

63 


The cost figures are not particularly informative until the con¬ 
sumption of coal is known, and it will be convenient to state the' 
facts about each mill separately. 


(1) The Itaniganj mill of the Bengal Paper Mill Company is 
situated in the coalfields and its expenditure on power and fuel, 
should be the lowest, but in fact this is not so. The average 
cost of the coal used in 1923 was a little over Es. 9 a ton, and as 
the cost of power and fuel was Es. 69 per ton of paper, the con¬ 
sumption must have been 7} tons. This is admittedly a very 
high figure and Mr. Carr, who gave evidence on behalf of the* 
Company, attributed the poor results to inefficient steam consump¬ 
tion and to slow running, caused by irreofular attendance of work¬ 
men. In the answers to the questionnaire 6^ tons is given as the^ 
quantity of coal required for one ion of paper, and consumption 
at this rate is apparently regarded as normal. The coal used was 
partly first class Eaniganj, which cost Es. 11-6-0 a ton at the mill, 
and partly good second class (*oal from a collieiy adjoining the 
mill. The latter ('oal ia supplied under a contract by which the* 
pri(je depends on the price fixed for similar coal in the State 
Eailway contracts, with the result that recently the mill has been 
paying Es. 4 above the market price. 

(2) The coal consumption at the Titaghur mills was 5*6 tons 
per ton of ])aper in 1923-24, and the expenditure on power anJ 
fuel was Es. 76 per ton of paper, so that the average ('ost of coal 
landed at the mill must have been about Es. 13-4 a ton. Tn the 
first six months of 1924-25 the coal consumption dropped to 5*1 
tons per ion of paper, and the cost at the mill to a little over 
Es. 10 a ton. The (consumption at the two mills (Titaghur and 
Kankinara) was about the same, but in the former about, half a ton 
of coal is used for the electrolytic and soda recovery plants, and* 
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tte practice at Titaglmr was therefore better to that extent. This 
may be taken as the measure of the improTement effected by the 
modernisation of the steam-raising plant at Titaghur. The coal 
now used is said to be first class Jharia, costing Rs, 6 to Rs. 6-8-0 
at the colliery, 

(3) The consumption of coal in the Naihati mill of the India 
Paper Pulp Company was 5. tons per ton of paper in 1923-24, and 
the cost of the coal, landed at the mill, was about Rs. 11-6-0 
a ton. Por a short period in 1924 the consumption was as low 
as 4i tons per ton of paper, but it has not been found possible to 
keep to this rate. The coal used is second class, and the cost at 
the mill was given in July 1924 as Rs. 10 a ton. As the cost of 
power and fuel per ton of paper was Rs. 53 in the six months 
April to October 1924, it would be seen that the coal consumption 
for the period was no better than in 1923-24. It may indeed have 
been worvse, for, with more imported pulp, less coal was required. 

66. It would be natural to compare the coal consumption of 

T the Indian paper mills with the coal con- 

lag Indian and European sumptiou in other countries, and particularly 
coal consumption in paper the Esparto mills in Great Britain, but in 
. fact no direct comparison is possible. The 

information we have obtained suggests that in a mill using Esparto 
grass the consumption would be from to 3^ tons per ton of 
paper, which suggests that the Indian coal consumption is much 
too high, even if allowance is made for the lower calorific value 
of Indian coal. The difiienlty is to determine what exactly the 
British coal consumption means. Before the figures of a British 
mill could be compared with those of an Indian mill it would be 
necessary to ascertain what percentage of wood pulp was used in 
the former, whether any chemicals were manufactured in the mill, 
and whether, and to what extent, electric light and power was drawn 
from a public supply. In tbe absence of such details all that can 
be said is that, judged by British experience, the coal consumption 
in the Indian mills is higher than it need be, but it is not possible 
to determine the amount of the excess consumption. The question 
must therefore be examined from another point of view. 

67. Of the four mills, the K’aihati mill of the India Paper Pulp 

Company has naturally the most up-to-date 
arNaibSr^^' equipment, and its coal consumption 

should be the lowest. The average consump¬ 
tion over any long period has not yet been brought below 5 tons 
per ton of paper, but for short periods has been as low as 4i tons. 
At present, with a power unit designed for a mill of double the 
size, more coal is used per ton of paper than would he the case 
if a second machine were added, but, on the other hand, if the 
purchavsed pnlp were dispensed with, more coal would be needed 

^Sir Willoughby Carey claimed that 4 tons of coal per ton of paper was 
quite good for a grass mill, but this claim is not supported by the evidence of 
other witnecses. 
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to make the additional pulp. On the whole we think that, if the 
capacity of the mill were increased from 2,500 to 5,000 tons of 
paper, it should he possible to reduce the coal consumption to 4| 
tons of second class coal and even to tons, as the Company 
themselves anticipate. If the coal costs Es. 9 a ton at the mill, 
the cost per ton of paper is Es. 45 with a consumption of 5 tons, and 
Es. 40 with a consumption of 4J tons* It is fair, we think, to 
examine the coal consumption in the other mills in the light of 
these figures* 


Coal consumption at 
Titaghur and Kaniganj. 


68. The coal consumption of the Titaghur mill has been brought 
down to 5 tons per ton of paper, which is the 
same as the consumption at Naihati in 
1923-24, It is true that half a ton of coal 
was used at Titaghur in making chemicals which are not made at 
ISTaihati, but no deduction can be made on this account in comparing 
the results at the two mills, for if only 14 per cent, of purchased 
pulp had been used at Titaghur instead of 35 per cent, an extra 
IxaM ton of coal might have been required. It is to be remembered, 
moreover, tbat a rather better quality of coal is used at Titaghur, 
and that the mill there is a four machine mill designed as such, 
and not a one machine mill designed to permit the addition of a 
second machine with the minimum of expenditure. If allowance 
is made for these two facts the coal consumption at Titaghur from 
April to October 1924 is distinctly worse than the coal consumption 
at Naihati in 1923-24. It is possible that the sulphite process is 
more economical in coal than the soda process, and in that case the 
difference in steam efficiency might not be very great, but the 
evidence is not clear on this point. The Kankinara mill, where the 
steam-raising plant has not been modernised, is half a ton worse 
than Titaghur. Finally the coal consumption in the Eaniganj mill, 
whether it be taken as 6|- tons or tons, is altogether excessive, 
and is probably due both to inefficient working, which Mr. Carr 
admitted, and to a steam-raising equipment which is not up-to-date. 


69. Our general conclusion may be stated as follows. If there 
Probable oonl consump- mills, one using the sulphite process 

tionand cost of power atid and one the soda process,* and no purchased 
pulp is used in either, it should be possible 
with a reasonably up-to-date equipment to keep the coal consumption 
down to 4^4 tons per ton of paper in the first mill and about 5 tons in 
the second. If 35 per cent, of purchasd pulp were used in the latter, 


*It is assumed in this comi)arison that the coal consumption is half a ton 
higher per ton of paper in the soda process than in the sulphite process. 
The assumption cannot be justified by any definite statements in the evidence, 
but when the results attained in one process are tested by those reached in 
another, it is necessary to make an allowance for any factor which may give 
one of the two processes an advantage. Unless this is done, the standard 
set np may he nnduly exacting. 

tThe consnmption in a mill making its own chemicals would be higher, but 
not necessarily half a ton higher. The Titaghur mill makes chemicals both 
for itself and for the Kankinara mill. 
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the equivalent consumption of coal is about 4^ tons* The coal is 
assumed to be second class coal, such as is used at KTaihati, and if 
the cost at the colliery is taken as Hs. 5-8-0 a ton, the cost per ton 
of paper would be approximately— 


Naihati . . . . . , * 40 

Titaghur and Kankinara . . . . 45 

Raniganj.. . 35 


The rates of coal consumption we have suggested (4^ tons for the 
sulphite process and 5 tons for the soda process) are not to be taken 
as final, or as indicating the lowest coal consumption possible under 
Indian conditions. It may well be that further improvements are 
possible. But we believe our figures are a fair estimate of what 
can be done, and indeed of what is already in sight. If the cost 
of power and fuel in any paper mill is substantially above these 
figures, either its working is not fnlly efficient or its steam equipment 
is out of date. 


70. In their estimate of future costs the India Paper Pulp Com- 
, have assumed a consumption of only 3 

paper,_ and it is neces. 


sary to explain exactly what this figure means 
and how it was arrived at. Of the many mills on the Hooghly, some 
use first class coal and others second class coal, and experience 
shows, it is said, that the cost of steam-raising does not vary much 
whichever class of fuel is employed. The relation between the price 
of first class coal and the price of second class coal is such that, at 
about 150 miles from tbe coalfields, the higher cost of the one is 
off-set by the larger consumption of the other. The price of second 
class coal at Naihati is Rs. 9 a ton and of the best Sibpur coal 


Rs, 12-8-0, and it follows by a simple arithmetical calculation that 
of steam-raising is about the same whether first class coal or second 
class coal. It will be seen that the estimate is based on theory and 


not on actual practice, and obviously everything depends on the 
initial assumption that, in the neighbourhood of Calcutta, the cost 
of steam—raising is about the same whether first class coal or second 
class coal is used. But the argument appears to us to be reasonable. 


and certainly the Managing Agents of the India Paper Pulp Com¬ 
pany (Messrs. Andrew Yule and Company) must be fully acquainted 
with the facts in a matter of this kind. The estimate has no hearing 


on the cost of paper manufacture on the Hooghly, but it becomes of 
great importance in connection with the probability that mills may 
be erected for the manufacture of paper out of bamboo in tbe vicinity 
of tbe raw materials and at great distances from the coalfields. 
Unless the coal consumption can be kept down to about 3 tons per 
ton of paper, such mills would apparently be at a disadvantage in 
competition with mills near Calcutta* 
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Cost above materials— 
Lnbonr. 


71. The following statement compares the 
cost of factory labour per ton of paper in the 
three mills: — 



Cost of Factobv labour pub 

. 

TON OF 

PAPFB, 


1923-24. 

Ap-ril to Septem¬ 
ber 1924. 


lU. 

Rs. 

Titaghur Mills . . - * . 

77 

74 

J-Jengal Mill . * 

71 


In<lia Paper Pulp Company . . | 

66 

*61 


In both the Titaghur Mills and the Bengal Mill, labour costs were 
high, owing to the fact that they were manufacturing at about live- 
sixths of capacity. With a full output the labour cost would have 
been in the neighbourhood of Rs. 60 a ton. It is satisfactory to find 
that in a new mill, which has hardly passed out of the experimental 
etage, the India Paper Pulp Company have succeeded in bringing the 
cost of labour down to about that figure. When the second machine 
is added the Company believe that the labour cost can be brought 
down to Es. 45 per ton of paper. The Titaghur Mills and the 
Bengal Mill are less sanguine, the estimated future costs, given 
a full output, being put at Rs. 58 and Rs. 64 a ton respectively. 
The impression left on our minds, both by the evidence taken and 
by our visit to the mills, is that a higher level of efficiency has been 
reached at Naihati than elsewhere, and we think it should be possible, 
given a full output, to reduce the labour cost per ton of paper at 
any rate to Rs. 50 a ton. The expenditure under this head does 
not call for further comment here, but we shall discuss in Chapter V 
the proportion of European employees in the mills. 

72. The cost of repairs and maintenance of buildings and 
C^sf above materials— machinery per ton of paper for the three 
Repairs and Maintenance, mills is given in the following table : — 



Cost of repiibs axd mainte- 


1 XANCK PEE TOX OP PAPER. 


192?-24. 

April to Seoteip- 



ber 1924. 


Ks. 

Rs* 

Titaghur Mills . . . . i 


52 

Bengal Mill 

42 


l7idia Paper Pul|> Company . . j 

41 

SI 


The cost of repairs and maintenance was abnormally high at 
Titaghur, owing to the process of renovation the mills have been 
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undergoing, and was higher at Naihati than might be expected in a 
new milly were it not that part of the plant is designed for double 
the present output. The figure given by the Bengal Mill seem& 
approximately normal for a mill that has been working for some time^ 
but with a full output it should drop from Bs. 42 to Bs. 36 a ton. 

73. The last head—General and miscellaneous ”—^includes ex¬ 
penditure on the local management and 
supervision, general se^ices and all items 
which cannot conveniently be accounted for 
under another head. No detailed discussion is possible. The 
figures for the three Companies are— 

General and misoellaioeons 
expenditure per ton of paper. 

1923-24 

Bs. 

Titaghiir Mills ....... 17 

Bengal Mill.* . . 23 

India Paper Pulp Company ..... 33 

In this case the figures for the first half of 1924*26 have not been 
given, as a recent change in the method of accounting adopted by 
the India Paper Pulp Company vitiates the comparison. The ex¬ 
penditure under this head is naturally highest in the one-machine 
mill at Naihati. With a full output General and miscellaneous ’’ 
costs should not exceed Bs. 15 per ton of paper. 

74. We are now in a position to compare 
Total Works Costs. the cost above materials’’ for all three 
Mills. The figures are as follows: — 



Cost above matebiabs, 

1923-21, 


1 itaghnr 

Uen^at 

IiuRa Paper 


Mills. 


Pulp Company. 


Rf. 

Ps, 

i;s 

Power and fuel 


r,i) 

57 

Labor,!* . .. . 

77 

71 

66 

rjepa'rs ami Ma'ntenance . 


42 

41 

Miscellauecu'* . 

i7 

-.3 

S3 

Total 

^24 

2(>o 

197 


It will be seen that the costs of the India Paper Pulp Company 
were slightly lower than those of the Baniganj mills and consider¬ 
ably lower than those of the Titaghur mills, but in fact the com¬ 
parison is even more favourable than the figures show. In para¬ 
graph 64 the cost of materials at Naihati was adjusted so as to 
permit of a fair comparison with the grass mills, and the result 
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Tvas to raise the cost of materials by Rs. 23 a ton. A corresponding 
deduction must now be made from the cost above materials, but, 
as the use of more imported pulp would have raised the cost of 
paper by Rs. 5 a ton, the amount to be deducted is only Rs. 18. The 
cost above materials at JSTaihati then falls from Rs. 197 to Rs. 179. 
The full comparison of the works costs per ton of paper is then as 
follows:-^ 



Cost per ton of P4Peb 

1923-24. 


Titafi:huv 

Bengal 

1 

Itidla Paper 

i 

1 

MilU. 

Mill. 

Pulp Company. 

1 

Us. 


Ks. 

Oost of mate-ials 


311 

2i^2 

Cost above materials 

2-\S 


179 

Total 

541 

519 

4Ql 


It will be seen that, if the Bengal Mill is chosen for purpose of 
comparison, the India Paper Pulp Company has an advantage of 
Rs. 32 per ton in respect of materials and of Rs. 26 a ton in the 
cost above materials. We are aware that these calculations are 
only approximate, and must not be pressed too far, and for this 
reason we have not applied the adjustment to the sub-heads, but 
only to the total cost above materials. But it seemed necessary, 
if the figures were to be compared at all, to make some attempt to 
bring them to a common level, since otherwise it was impossible 
to determine where exactly the advantage lay. 

75. Before discussing the overhead charges it is desirable that 

we should review the estimates which all 
Kstiinat^o^jeduced costs Companies have made of the extent to 

which their works costs can be reduced when 
they are manufacturing to capacity. Of these, the estimate of the 
Bengal Mill was put forward rather as a calculation of what their 
costs might be under existing conditions, provided the output ap¬ 
proached 8,000 tons, than as an estimate of future costs. The 
cost of materials is brought down from Rs. 314 to Rs. 300 per ton 
of paper, on the basis that the percentage of imported pulp is cut 
down by a half, ISTo allowance is apparently made either for a 
Teduction in the cost of grass, for a fall in the price of auxiliary 
materials or for greater economy in their use. The cost above 
materials is brought down from Rs. 205 per ton of paper to Rs, 159. 
The cost of power and fuel is put at Rs. 45 instead of Rs. 69, the 
assumption being that the coal consumed wdll be 6 tons, at Rs. 7-5 
a ton, per ton of paper. This estimate implies a very moderate 
standard of efficiency, and if it cannot be bettered, the steam equip¬ 
ment of the mill must be out of date. Repairs and maintenance are 
expected to fall from Rs, 42 to Rs. 31, which is a lower figure than 
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the higher bUtj)ut would account for. Only proportionate reduc¬ 
tions of lls. 7 and Ks. 4 are expected under ‘ labour ’ and ^ general 
and mivsoellaneous The total works costs come down by Rs. 60 
per ton of paper from H-s. 519 to Rs. 459. Half the decrease is- 
accounted for by a reduction in the price of coal, a lower fuel 
consumption, and a real but small saving in the cost of repairs, and 
the balance would automatically follow the increase in output. 

76. The Titaghur Paper Mills Company have put forward twa 
estimates, of whi(ih tlie first shows what their 
Tiifiiflinr oHimatea cyf Would have been for the six months— 

° * April to October 1924—if the output during 

the period had been 9,000 tons instead of about 7,500. The only items 
affected are ' labour ’ and ‘ repairs and miscellaneous and the 
reductions are arrived at arithmetically. The net result is to bring 
down the works costs from Its. 492 to Its. 468, z.e,, by Rs. 24 a ton. 
The second estimate is for the future, and indicates what the Com¬ 
pany believe can eventually be done. This estimate compares as- 
follows with the actuals for April to September 1924: — 


Cost per ton of paper. 



April to Septem- 

Katimi.ted 


ber 1924. 

future costB. 


Ub. 

Us. 

Cost of iraterial* ... 

299 

233 

Cost above luaterialfi . . . . . 

198 

154 

Total TTorlis cost . . . • . 

492 

392 


The total reduction expected is Its. 100 per ion of paper, of which 
Rs. 61 occurs under ‘materials’. The reduction under the thre% 
sub-heads is: — 

Rs. 

Primary materials. ..34 

Purchased pnlp ....... 16 

Auxiliary materials.11 

Unfortunately the Company have not stated what percentage of 
purchased pulp the estimate assumes, or what the landed price is 
taken to be, and it becomes difficult to examine the details, hut as 
the rise in the rupee sterling exchange from I 5 . 4<i. to I 5 . 6d. would 
in any case account for a fall of Rs. 11 in the cost of imported 
pulp, it seems most probable that the percentage is still taken at 
about 35. On that basis, primary materials at Rs. 90 per ton of 
paper would mean grass delivered at the mill at about Rs. 55 a ton, 
which is a reasonable figure. Tfo explanation of the reduction in 
the cost of auxiliary materials has been given, and, as the Titaghur 
mills are already much below the other mills under this head, it 
is doubtful whether the expectation is well founded. The Company 
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■expect that the cost of materials will come down to Bs. 238 per ton 
of paper, but Bs. 250 would be a safer figure and, we believe, is a 
possible one. The estimated reduction in the cost above materials 
presupposes a small economy in coal consumption (Bs. 3), a slight 
improvement in labour efficiency (Bs. 3), and a 20 per cent, reduc¬ 
tion in repairs and maintenance (Bs. 9), which may or may not 
materialise. The balance of the reduction arises automatically from 
the increase in output. The total works costs could, we think, be 
brought down below Bs. 420 per ton of paper on the average over 
a series of years, but is not likely to fall below Bs. 400. save in 
-exceptionally favourable season when the cost of grass is low. 

77. The India Paper Pulp Company have submitted estimates 
The India Paper Pulp their future costs, both in the existing mill 
•Company*« estimate of at Naihati, if a second machine were added, 
future costs. jiiid jji a similar mill assumed to be erected at 

Jaitpura on the Karnafiili river near Chittagong. They have also 
shown separately what the costs v^ould be according as the output 
of the mill was 5,000 or 5,500 tons a year. It is the Naihati esti¬ 
mate for an output of 5,000 tons which we propose to examine in 
•detail. The estimate compares as follows with the works costs of 
1923-24; — 


Works costs per ton of paper. 





Actnals 

Estimated 




I023*24r« 

future costs. 



1 

1 

Bs. 

Bs. 

Matorialg 

• 


260 

21 ;V 

Cost abore materials * 

• 

• 

197 

]‘35 


Total 


467 

349 









The cost of bamboo is taken at Bs. 107 per ton of paper, which is 
<'.quivalent to Bs. 45 per ton of bamboo. This is the actual cost at 
which bamboo can be landed at Naihati at present and is a con¬ 
servative figure, for, if the Company succeed in working up the 
output of the Kasalong reserve to 10,000 tons or more, the cost of 
bamboo at Naihati should be lower than this. The probable cost 
of auxiliary materials is taken at Bs. 106 per ton of paper, and the 
Company remark that the quantities of chemicals required have 
been taken from the working of the Naihati mill during 1924-25, 
and the prices are those which they have actually paid. If that 
be so, the estimate is practically equivalent to recent costs, but in 
fact some allowance seems to have been made for improvement in 
practice. The cost of auxiliary materials in the 6 months, April 
to October 1924, was Bs. 93 per ton of paper, and the percentage 
of imported pulp was about 30. The equivalent cost, if no imported 
pulp had been used, would be about Bs. 115 per ton of paper. A 
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reduction to lls. 106 ought to be quite feasible, when more experience 
has been gained of the sulphite process as applied to bamboo. The 
cost above materials is expected to fall by Its. 61 per ton of paper, 
and the reductions under the sub-heads are:—^Power and fuel— 
Rs. 19, Labour—^Rs. 21, Repairs—Re. 11, Miscellaneous—^Rs. 10. 
The figure taken for power and fuel (Rs. 38) assumes a coal consump¬ 
tion per ton of paper of 4-1- tons of second class coal at Rs, 9 a ton, 
or 3 tons of the best Sibpur coal at Rs, 12-5 a ton. This is better than 
any Indian mill has yet done in practice, even for short periods,^ 
but we think that the cost could be brought down at any rate to 
Rs. 40 per ton of paper when the second machine is added and 
the power unit can be worked to full capacity. The cost of labour 
(Rs. 45) is based, the Company state, on the hands actually em¬ 
ployed in the mill, and they are satisfied they will be able to work 
to it in practice. It is, nevertheless, 25 per cent, better than the 
lowest cost j^efc achieved, and may possibly prove to be an over- 
sanguine estimate. The cost of ^ repairs ’ is taken at Rs. 30 per ton 
of paper, the actual cost in the first six months of 1924-25 was 
nearly as low as this, but the cost under this head will tend to 
rise us the mill grows older. The reduction of Rs. 10 under ‘ miscel¬ 
laneous ’ would naturally result from the doubling of the output. 
On the whole, the estimate seems to be a fair one, and does not 
exaggerate the economies likely to be made. But it may be safer 
to rise the allowances for ‘ labour ’ and for ‘ repairs ’ by Rs. 5 in each 
case, and the total works costs would then be Rs. 360 per ton of 
paper, 

78. The estimate of what the works costs are likely to be in a 
mill erected on the Karnafuli river is of some 
as it throws a good deal of light 
tagoDg. ^he question whether it is better that a 

paper mill should be near the coalfields or 
near the raw^ materials. The two chief diilerences from the Raihati 
estimate are that the cost of primary materials goes down from 
Rs. 107 to Rs. 44, whih^ the cost of power and fuel rises from 
Bs- 38 to Rs, 67, All the other bends are somewhat higher, and the 
total works costs amount to Rs. 328 per ton of paper instead of 
Rs. 349. Of this advantage of R,s. 21 a ton, which a mill at 
Chittagong might possess, about a half is swallowed up in freight, 
because the paper must be brought to Calcutta or some other large 
market before it can be sold. Also the capital cost of a mill near 
Chittagong would be rather higher than at STaihati, and the conse¬ 
quent increase in the overhead charges makes further inroads on 
the balance. In the end, the advantage is no more than RvS. 7*5 a 
ton, and we believe it is more apparent than real. The cost of 
primary materials is taken at Rs. 44, on the assumption that bamboo 
can be landed in the mill at Rs. 18*5 a ton. As we have already 
said (paragraph 59), we do not consider it safe to assume that the 
special establishment could be entirely dispensed with, and the 

^When the Company reduced their coal consumption to ton for a short 
period in 1924, they were using about 30 per cent, of imported pulp. 
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figure we took as the cost of bamboo at Jaitpura was B-s. 21-5. The 
effect is to raise the cost of primary materials per ton of paper from 
Rs. 44 to Bs, 51, and the advantage is wiped out. In the second 

£ laco, the possibility that manufacture near the raw materials would 
e cheaper than manufacture near the coalfields rests entirely on 
the assumption that, by using only the very best coal, the consump¬ 
tion can be kept down to 3 tons per ton of paper. This has never 
yet been done in India, and a difference of half a ton would suffice 
to transfer the advantage to the other side. Wo now" turn to the 
overhead charges. 


79. It has proved somewhat difliculi to ascertain from the 
Overhead chargis-^llead various figures supplied by the Companies 
Office expeuses and rtmn- what exactly the}'' consider a fair allowance 
neration of Managing Head Office expenses and the remu- 

neration of the Managing Agents. Indeed, 
the Titaghur Company in the final statement of their claim have 
to all appearance omitted any provision for this item, for the head 
of expenditure which is supposed to include it proves on analysis 
to be made up of freight and selling and distribution charges. 
The Bengal Paper Mill Company estimate that their Head Office 
expenses amount to nearly Bs. 12 a ton, excluding the remuneration 
of the Agents. On the whole, we think that an allowance of 
Bs. 15 a ton under this head should suffice. If the out-of-po(‘ket 
expenses are taken as Bs. 12 a ion, there is a balance of Bs. 3 which, 
on a ten thousand ton mill, would mean a monthly allowance to 
the Agents of Bs. 2,500. The figure we have taken appears to 
agree closely with the daims put forward by the Bengal Mill and 
the India Paper Pulp Company, though these were arrived at in 
quite different ways. In our estimate of the cost of production of 
steel at Jamshedpur we provided for the Agents^ commission cal¬ 
culated as a percentage of the profits, but further consideration 
leads us to think that this is not necessary. We agree with 
Sir Thomas Catto, who gave evidence on behalf of the India Paper 
Pulp Company, that the only question to be considered is what is 
a reasonable remuneration for the work done. 


Overhead char ares— 
Interest on working capital 


80. Various estimates were made b}^ the Companies of the 
working capital required by a paper mill in 
India. The Bengal Paper Mill Company 
consider that with their present output 
(6,500 tons) they reejuire Bs. 15 lakhs as working capital, and with 
an output approaching 8,000 tons, Bs. 17 lakhs. These sums ore 
equivalent to Bs. 231 and Bs. 213 for each ton of output. The 
Tiiafrhur Company estimate that, with their present output of 
15,000 tons, they require Bs^. 60 lakhs os working capital—equi¬ 
valent to Bs. 400 per ton—and wn'th o full output, Bs. 70 lakhs, 
which would mean Bs. 350* per ton. The India Paper Pulp Com¬ 
pany consider that with their present output of 2,500 tons a year. 


*At the time the estimate was made, the Company took the foil output to he 
20,000 tons a year. Subsequently this figure was reduced to 18,000 tons. 
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the working capital needed is T?s. 10 lakhs or Rs, 400 per ton, but 
wben the output is doubled by the addition of a second machine, 
they think that Rs. 14 lakhs would suffice, which would be about 
Rs, 280 per ton. We have found in our enquiries that the estimate 
made by any manufacturing concern of the working capital it re¬ 
quires is always alfected by its own financial circumstances at the 
time, and these may be wholly irrelevant to the real issue. After 
considering the evidence given as to the stockvS of materials and goods 
usually held and the period which elapses between delivery and 
payment, we think that the cost of eight months’ output is a fair 
measure of the working capital recpiired, and ihis would mean 
ahont Rs. 270 per ton of output. The rate of interest payable may 
be taken at 7} per cent, on the average, and the incidence per ton 
of output would be Rs. 20. 


81. Before the proper allowance for depreciation can be estimated 
it is necessary that a reasonable capitalisation 
Capital expenditure in- paper mill in India should be deter- 

of a paper mill in India. mined. In this matter little help can he 
derived from the capital accounts of the 
existing mills. The Raniganj mill and the Titaghiir mills were 
•erected long before the war and in both cases the block accounts 
have been heavily written down, either out of war profits or by 
reconstruction or both. The India Paper Pulp Company, on the 
other hand, purchased its plant and machinery after the war at a 
time of very nigh prices, and much of the equipment was designed 
to admit of the addition of a second machine. In these circum¬ 
stances we have to fall hack on the estimates placed before us by all 
three Companies. The Bengal Paper Mill Company estimate that 
the present-day cost of a mill similar to their mill at Ranigunj 
would be Rs. 60 lakhs for buildings and machinery, which would 
mean about Rs. 750 per ton of output. These figures are based 
on an estimate actually worked out in 1923. Sir Willoughby Carey, 
giving evidence for the Titaghur Mills, stated that according to 
estimates very recently prepared it would cost £600,OOO to rejdace 
either of the Titaghiir Mills, and about half of this sum would be 
the cost of imported plant and machinery, and the balance expendi¬ 
ture incurred in India. With the exchange at 1^. 6d. to the rupee, 
file total cost would be Rs. 85 lakhs. If the output of one mill is 
taken as 9,000 tons, the fixed capital expenditure per ton of output 
is Rs. 944, but a modern 4-raacbine mill should be capable of 
producing 10,000 tons a year without difficulty, and the estimate 
may be taken as Rs. 85*0 per ton of output. The India Paper 
Pulp Company esim.ate the present-day cost of a 2-machine mill at 
Naihati as Rs. 45 lakhs. If the output be taken as 5,000 tons, the 
fixed capital expenditure per ton of output is Rs. 900 or if 5,500 tons 
is taken, Rs. 820. We have considered the evidence on the point 
and we do not think it is possible to take the fixed capital expendi¬ 


ture required at less than Rs. 800 per ton of output. We are 
aware that lower figures than this have been put forward at different 
times by various authorities. But we feel that in a matter of this 
kind special weight must be given to the evidence of those witnesses 
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who have long experience of existing mills or have recently been 
connected with the actual erection of a mill in India. 

82. The rates of depreciation allowed by the Income-Tax Depart- 

_ ^ , ment in paper mills are 24 per cent, on 

'^^Dep^cintion!^ buildings and 7| per cent, on machinery. 

Taking into account the relative magnitude 
of these two classes of expenditure, the rates work out very nearly 
to per cent, on the average. If Rs. 800 is the fair capitalisation 
per ton of output, the charge for depreciation is Rs. 50 on every ton 
of paper produced. The total of the overhead charges is therefore 
as follows: —^ 

Rs. 

Head Office expenses and the remuneration 
of the Managing Agents ... 15 

Interest on working capital ... 20 

Depreciation ...... 50 

Total . 85 

83. It wavS urged in the course of our enquiry, and particularly 

Fair return ou capital. ^7 reprcvSentatives of the India Paper 

Pulp Company, that capital could not be 
attracted to a new industrial enterprise in India even by the pros¬ 
pect of a 10 per cent, return on the capital invested. Investors 
discounted heavily the confident anticipations of the prospectus, and 
would not expect to receive 10 per cent, unless the projectors of the 
enterprise would hold out hopes to them of 15 or even 20 per 
cent. If this be so, a somewhat difficult problem may arise 
when the amount of protection needed to secure the rapid develop¬ 
ment of an industry falls to be determined. For the moment,, 
however, this difficulty need not delay us. Having regard to the 
conditions prevailing in India, we think that any industry returning 
8 per cent, on the capital invested in it over a period of years 
would be reasonably successful and would stand in no need of protec¬ 
tion. This is the result which the Paper industry must eventually 
achieve if it is to become firmly established. It follows that the 
selling price of paper per ton must be high enough to include a 
provision of Rs. 64 to cover the return on the capital invested. 

84. The results reached in this Chapter may be very briefly 

„ ^ T. summarised. The lowest works cost at 

clSo™’”regard5'cMtTof in India since 

production. the war by the mills using grass as their 

staple material is Rs. 490 a ton. The high 
costs are due in part to the fact that the milks have been working 
only to five-sixths of capacity, and if a full output could be attained, 
the woi‘ks costs could be brought down to Rs. 460 a ton. Further 
economies are possible, and in course of time the works costs in a 
reasonably equipped mill near Calcutta or in the coalfields might be 
reduced to some figure below Rs. 420 but not below Rs, 400 a ton. 



The manufacture of paper from hamboo is a novelty in India and the 
lowest works cost attained by the pioneer firm is Bs. 440 per ton. 
It does not appear likely that the works costs can be brought much 
lower so long as the mill, though designed for two machines even¬ 
tually, possesses only one. But, if a second machine were added, 
it is probable that in the course of four or five years the costs could be 
brought down to Bs. 360 per ton. Any mill established after the 
war must be prepared to meet overhead charges amounting to 
Bs. 85 per ton, while the return of capital will require Bs. 64 a 
ton, so that the total addition to the works costs is Bs, 150 a ton 
in round numbers. These are the figures which must be borne in 
mind when the ability of the industry to dispense with protection 
eventually is considered in Chapter V. 
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CHAPTER IV. 


Proposed protective duty on imported pulp. 

BS. The proposal for the imposition of a protective duty of 20 
, , ^ per cent, on imported pulp was put forward 

“SSp’S:;’ by *h« India Paper Palp Company, ■.hich, 
as its name implies, was established origi¬ 
nally with the object of manufacturing paper pulp from bamboo for 
export, for sale to the paper mills in India. For a number of 
years past European paper makers have been apprehensive of an 
impending shortage of wood for conversion into pulp, and conse¬ 
quently of a serious rise in the cost of pulp and paper. Wood dis¬ 
placed grass stvS the raw material for all the conimoner kinds of 
paper, because the supplies were far more abundant and the cost 
much less, but there is this great disadvantage in the use of wood, as 
compared with grass, that, while grass renews itself annually, it 
may take r30, 40 or even 60 years before a second crop of timber 
can be taken from a cleared forest area. Wood cannot permanently 
hold its place as the staple paper-making material unless steps are 
taken to maintain the supplies, and re-afforestation proceeds fan 
passu with destruction. But it is notorious that, except perhaps in 
.Sweden, the areas replanted have been wholly inadequate to replace 
wastage, and the industry has been faced with the prospect of stea¬ 
dily dwindling supplies and rising costs. Most serious of all was 
the devastation worked during three-quarters of a century in what 
at one time appeared to be the inexhaustible resources of the United 
States of America. That country is far the most important market 
for paper in the world, and in recent yearvS it has become a heavy 
importer of pulp, not only from Canada but also from the Baltic 
countricvS. In the Dominion of Canada the quantities of standing 
timber in the forests are still enormous, but anxiety has been grow¬ 
ing, owing to the rapid depletion of the coniferous woods, not only 
by the increasing demands of the pulp and timber industries, but 
:also by the ravages of forest fires and insect pests. Indeed, the 
example of the great country to the south of the Dominion conveyed 
!a warning which could not well be ignored. 

86 . In the circumstances it was natural that the though^ of paper 
makers all over the w^orld should increasing- 

S^pnlp ?rom”blmro! ^7 turned to the problem of finding an 
alternative source oi fibre against the day 
when wood became too expensive. The material must be abundant, 
lor otherwise paper could not be cheap; for the same reason it must 
not be in constant demand for other purposes but rather of the nature 
/of a waste product, and it must, if possible, be one which renews 
itself at short intervals and does not require the lock-up of capital 
involved in re-afforestation with slow growing trees. It is at this 
point that bamboo came prominently to notice, It grows in great 
^abundance in many parts of the tropical zone, and thon^h in densely 
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populated areas the demand for other pxirposes might make it too 
expensive for the paper maker, there are immense and sparsely 
populated tracts where it grows luxuriantly. Above all, it repro¬ 
duces itself automatically after 3, 4 or 5 years and there is no need 
for special cultivation. A great deal of research work has been 
done in recent years to test the possibilities of the bamboo, and, 
amongst others, by Mr. James L. Jardine of Penicuik, Scotland, 
working in conjunction with the firm of Thomas Nelson and Sons, 
Edinburgh. The process devised by Mr. Jardine is an adaptation 
cf the well-known sulphite process for manufacturing wood pulp, 
and it was for the manufacture of pulp by this process that the 
India Paper Pulp Company was established in 1918. What the 
Company contemplate is that the industry should supply, in the 
first instance, the needs of the Indian mills, who at present mix a 
considerable amount of wood pulp with the grass pulp they manu¬ 
facture, and eventually, as costs go down and the price of wood pulp 
rises, should develop an export trade to all parts of the world. It 
is in pursuance of these objects that the proposal for a protective 
duty on imported wood pulp has been put forward. 

87. In justifying the imposition of the duty the India Paper 
Reasons iKivaiiced fora P^^lp Company naturally lay great stress on 

protective duty on wood the diminution of the w^orld’s supplies of 
coniferous woods, and the prospect that the 
manufacture of bamboo pulp may become a very considerable indus¬ 
try. They point out that, so long as the Indian manufacturer is 
dependent on foreign supplies of an essential raw material, the 
position of the Indian paper maker is precarious, and the industry 
is not firmly rooted in the soil. They contend that, since bamboo 
pulp is equal, if not superior, to wood pulp in every quality which 
the paper maker demands, the importation of wood pulp is unneces¬ 
sary. The Pulp industry, it is claimed, fully satisfies the conditions 
laid down by the Fiscal Commission, and would develop rapidly if 
protection were given. If, however, protection is refused, the in¬ 
dustry may be stifled at the start, and the manufacture of paper from 
bamboo would then find a home in other countries rather than in 
India. 

88 . Wood pulp is at present admitted into India duty-free, and 

Attitude the the first effect of the imposition of a 20 per 

milk to the pro]>oreci * uty cent, duty on imported pulp would be to raise 
on pap»T pulp. costs of the paper mills which use grass, 

and a conflict of interests might be expected to arise. Both the 
Bengal Paper Mill Company and the Titaghxir Paper Mills Com¬ 
pany, however, acquiesced in the proposal. We feel,^^ said the 
former Company in their answers to the Board’s questionnaire, 
that our arguments in favour of protecting the Paper industry 
’would be considerably weakened were we to object to an increase in 
the duly on pulp. Protected paper and free pulp would likely 
lead to the establishment of a Paper industry based on foreign 
material, and this is not in the interests of the country.” Both 
mills, however, asked that the collection of the dixty might be post- 
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poned for two years after tke passing of the Act by which the duty 
was imposed, so that they might have an opportunity of making the 
necessary arrangements to manufacture bamboo pulp themselves. 
The India Paper Pulp Company are opposed to the postponement 
of the duty for more than a short period of six months, and would 
prefer that it should take effect immediately. 

89. The two objects which the advocates of protection for paper 
Prospects of the export P^^lp bave in view are to free the Indian 

of bamboo pulp from Itidia Paper industry from dependence on foreign 
in t)*c fntare. materials, and to develop eventually an export 

trade in bamboo pulp. It is, perhaps, not unfair to say that from 
the point of view of the India Paper Pulp Company the first is only 
a stepping stone to the second. It is at any rate clear that, but for 
the threatened exhaustion of the wood supplies of Europe and 
America, the Company would not have been established at all, and 
the question of protection for pulp would not have arisen. For this 
reason it is the prospects of the export trade that we shall consider 
first. We have studied the literature bearing on the question of 
the available supplies of timber for pulping, and we think it is 
established beyond question that a rapid process of depletion is 
going on, which must eventually be a very serious business for the 
paper maker. It is certain that re-afforestation lags far behind the 
wastage, and it appears to be very doubtful whether, in a country 
like Canada, re-afiorestation on an adequate scale is feasible at 
present. It might indeed be possible to prohibit by legislation 
annual cuttings in excess of the replanting effected during the year, 
but the immediate result would be to precipitate the crisis, for the 
supplies of timber on the market would at once be drastically 
reduced. It is inevitable, we believe, that, as time goes on, the more 
easily accessible forests should be worked out, and that the pulping 
wood should be drawn from more and more distant sources. If that 
be so, the cost of wood pulp will tend constantly to rise and will 
eventually reach a point when the competition of the materials for 
paper making will become formidable. When that happens it may 
well be that the manufacture of bamboo pulp will become a very 
important industry, and one in which India may expect to take a 
considerable share. To this extent we think that the claim of the 
India Paper Pulp Company has been made good. There is^ 
however, more to be said. 

90. The proposal to which the assent of the Government of India 
Difficulty of foreesrtinp *^6 Legislature is sought is one which can 

datn when the export of operate only by raising the cost of materials 
bomboo pulp will be possi- to the paper maker, and consequently the cost 
of paper to the consumer. A scheme of this 
kind requires special justification when the object in view is the 
ultimate development of an export trade and not the satisfaction of 
the country’s own needs. Such a justification might, perhaps, be 
found if it could be shown that the exhaustion of the world’s timber 
supplies had reached a point when a substantial increase in the cost 
of wood pulp could no longer be deferred. It is at this point that 

c 2 
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the evidence fails. There arc widely discrepant estimates of the* 
quantities of wood still available for pulping and of the time that" 
must elapse before they are worked out. It is precisely one of these* 
cases in which the nervous apprehensions of some, and the eager 
expectations of others, are likely to prove exaggerated. A shortage- 
in the supply of wood for pulping may be quite inevitable, but it 
may easily happen that the prophets are w-rong in their forecast of 
the date by five, ten or even fifteen years. No evidence has been 
placed before us which entitles us to say that a large increase in the* 
cost of wood pulp is so imminent that export of bamboo pulp becomes- 
a possibility of the near future. Nor are we greatly moved by the* 
India Paper Pulp Company's fear that India may lose the start in 
the race, and that the bamboo Pulp industry will establish itself 
elsewhere. Whatever danger of that kind there may be, there iV 
an equal risk on the other side of a premature development, which 
might be very expensive to the country. The fingers that are first" 
in the pie may pick out the plums, but they are apt to get burnf 
iu the process. The development of an export trade in bamboo pulp 
may very well be left to look after itself in due season, and we do* 
not think it is a factor which should influence the decision of ther 
Government of India on the question whether a 20 per cent, imporf 
duty should be placed on imported wood pulp now. 

91. It will be convenient at this stage to refer briefly to the* 
_ . . evidence bearing on the cost of manufacture 

^ pulp!"* ^ bamboo pulp in India. The India Paper 

Pulp Company in their answers to the 
Board’s questionnaire gave the works cost of bamboo pulp at Naihatf 
in 1923-24 as Bs. 265 a ton, but it is impossible to separate the cost 
of the pulp stage of manufacture from the subsequent processe^^ 
without some arbitrary method of allocating the common charges, 
and as the India Paper Pulp Company only manufacture pulp for 
their own use and not for sale, they have no particular motive at 
the moment for attempting to ascertain the cost of pulp with extreme* 
accuracy. The figure of Rs. 265 a ton must, therefore, be taken as 
approximate, but it is sufficiently accurate to make it certain that 
there can be no question of export until the costs are a great deal 
lower than they have ever been at Naihati. It is necessary, there¬ 
fore, to consider the estimates of the cost of manufacturing pulp* 
which have been placed before us. One was prepared by the India 
Paper Pulp Company for a 6,000 ton mill at Jaitpura near Chitta¬ 
gong, which would use the bamboo floated down the Kariiafuli river 
from Kasalong. The other was pi-epared by Mr. William Raitt,. 

' he Government Cellulose Expert, for a mill at Cuttack to utilise 
bamboo floated down the Mahanadi from Angul and the Feudatory 
States of Orissa, and figures are given both for a 5,000 ton mill, and 
for a 10,000 ton mill. These estimates have been tabulated in 
Appendix V, and in order to avoid overloading the text of the Report 
with figures, the details of the cost have been examined in a separate* 
Note attached to the Table. 
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92. Our examination of the estimates leads us to believe that a 

10,000 ton mill, whether erected at Cuttack 
Price which it would Chittag’onff, should be able, after four or 

for forking, when the initial difficult 

ties had been overcome, to ship pulp for ex¬ 
port at Calcutta and Chittagong respectively at about Rs. 220 a ton 
f.o.b,, after meeting all costs and paying a return of 8 per cent, 
on the fixed capital. The basic assumption is that bamboo can be 
landed at either mill at a cost of about Its. 21*5 a ton. In both 
projects the bamboo grows on the banks of a river and can be floated 
direct to the factory, and in both cases there are difficulties in 
securing an adequate labour force to extract the bamboo required. 
The India Paper Pulp Company has not yet succeeded in landing 
bamboo at Jaitpura at less than Rs. 33 a ton, so that there is much 
work to be done before costs are brought down to a reasonable level. 
It is certain, we think, that several years must elapse in each case 
before economical extraction on a large scale is possible, and for 
this reason it is not likely that pulp could he shipped at Rs. 220 a 
ton until the fourth or fifth year. On the other hand, we do mot 
suggest that Rs. 220 a ton is the lowest price at which export caiB 
ever be profitable. As time goes on and production is cheapened,, 
it is quite conceivable that export will be possible at Rs. 200 a ton 
or even less, but we are not entitled, on the evidence before us, to 
count on a lower figure than Rs. 220 a ton at present. The Cuttack 
and Chittagong projects are entirely comparable in most respects, 
but Cuttack has a great advantage in the proximity of the new 
Talcher coalfield, only 65 miles away, which reduces the cost of 
pourer and fuel by Rs. 10 or Rs. 12 per ton of pulp as compared with 
Chittagong. The result is that a mill at Cuttack would have a dis¬ 
tinct advantage over a mill at Chittagong when selling in Calcutta. 

93. The India Paper Pulp Company have included in their 

estimates for comparative purposes the actual 

Pneesof wood pulp which ^ ^ £ certain Norwegian pulp mills, and 

would render pOBBible the ^ j. ,i i 

export of bamboo pulp. arrive at the conclusion that about ±L1 a ton 
c.i.f. Calcutta—equivalent to ^15 f.o.b. Go¬ 
thenburg—is the lowest price which gives the Norwegian manufac¬ 
turer a reasonable profit. This figure of £17 is also the price at 
which the Titaghur Company anticipate easy-bleaching sulphite 
pulp will ultimately stabilise itself. Actually the price has been a 
good deal lower in the last eighteen months, and was quoted as 
£15-10-3 c.i.f. Calcutta, in August 1924, and since that date there has 
been a fall of about 10 shillings a ton in the prices quoted in the 
Trade Papers. Bamboo pulp would begin to compete with imported 
wood pulp at Calcutta when the prices were the same; export to the 
Far Eastern and Atistralian markets might begin to be possible when 
bamboo pulp could be sold, f.o.b. an Indian port, at about £1 a ton 
below the c.i.f. price of imported pulp, hut export to Europe would 
not be feasible until bamboo pulp could be shipped at a price, f.o.b. 
an Indian port, less by £4 a ton than the c.i.f. price of imported pulp. 
A comparison of these prices and the assumed price of Rs. 220 a 
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ton at which bamboo pulp could be shipped at Calcutta or 
Chittagong can best be given in tabular form. 



Re.“l^. 

U. 


. 6cf. 


£ 

d. 

£ 

d. 

Sterling equivalent of Rs. 220 

14 13 

4 

16 10 

0 

Present c.i f. price of imported wood 
pulp .... 

16 10 

0 

15 10 

0 

Price of wood pulp at which export of 
banib ;o pulp to the Par East and Aus¬ 
tralia might begin 

15 13 

4 

17 10 

0 

Price of wood pulp at which export of 
bamboo pulp to Europe would be pos¬ 
sible 3 . . . . 

18 13 

4 

20 10 

0 


It will be seen that with imported pulp at £15-10-0 a ton e.i.f. 
Calcutta, bamboo pulp can compete in India if the exchange is below 
Is. bd. but not above that rate. With imported pulp at £17 a ton, 
bamboo pulp has an advantage of 10 shillings a ton even when the 
exchange is at 1.^. Gd. A very small increase in the present price of 
wood pulp would bring export to Australia and the Far East 
into the region of practical politics with the exchange at U. 4:d.y but 
the price would have to be £2 higher with the exchange at Is. Gd. 
Export to Europe is not possible on any hypothesis until the price 
of imported wood pulp approaches £19 a ton. The prospects of 
developing a considerable export trade will be seen to be somewhat 
remote, when it is remembered that years of effort will be necessary 
to get Ihe cost of bamboo pulp down to Bs. 220 a ton. 

94 . We have now to consider the possibility of establishing a 
pulp manufacturing industry to supply the 
Gmsb mills likely to niK- Indian paper mills. The imposition of a 
iiutactuic tbcvrow^ bamboo pj^otective duty on Indian pulp presupposes 

o 1 wood imliu an even higlier duty on imported paper, tor 

obviously the potential pui-chasers of pulp 
must be kept alive. The resulting position may be summarised in a 
very few words. If the duty on pulp were imposed to take effect 
immediately, there would be no one to sell pul]), and if its operation 
were postponed for two years, there would lie no one to bny. The 
India Paper Pulp Company with their present equipment cannot 
even produce sufficient pulp for their own requirements, and conse¬ 
quently are not sellers. The Carnatic Paper Mills, Limited, inay 
be able to produce a little over 8,000 tons of pulp a year, and as they 
apparently do not intend at the outset to convert their pul^ into 
paper, they might have this quantity to sell. But the situation of 
the mill at Ilajahmundry in the Madras Presidency, (i5J7 miles from 
Calcutta, is very ill chosen if the intention is to supply pulp to the 
existing paper mills, and the railw'ay freight would add heavily to 
the (jost. It is not ai business proposition that mills in Bengal 
should draw their pulp supplies from so distant a source, and the 
Carnatic Paper Mills ought in reason to convert their bamboo pulp 
into paper for sale in Southern India. If, on the other hand, the 
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operation of the duty were postponed for two years, it is most unlike^ 
ly that the Tiiaghur and Bengal Companies would be content to pur- 
(;hase the pulp they needed from other firms, when it would not be 
difficult to equip themselves for the manufacture of bamboo pulp. 
Indeed they have expressed their intention of doing so, and the two 
years’ postponement was demanded i^recisely for this purpose. It 
would be possible for the mills to install new plant, or convert part 
of the existing plant at Titaghur and Baniganj, for the manufacture 
of bamboo jp^up, but if the cost of bamboo delivered at the mill wa^' 
likely to be excessive, as seems probable, a feasible alternative 
would be for tbe mills to combine to erect a bamboo pulp mill at 
Cuttack. Pxilp could certainly be obtained more cheaply in this 
way than by purchase from an independent company manufacturing 
at Chittagong or at some point on the Arakan and Tenasserim coasts. 

95. If our forecast of the result of a protective duty on 
Growth of. «pa«tePolp Wortod wood pulp is correct uo ‘sepa- 

industry improbablo. industiw tor the manufacture of 

bamboo pulp would come into existence, 
and the eventual development of an export trade would not in 
any way he promoted. The pulp mill at Cuttack would be of the 
nature of a tied house, and indeed a pulp mill established at that 
place, under whatever auspices, would always find it more profitable 
to sell in India than to export. The Titaghur and Bengal mills 
between them could without difficulty absorb the entire output 
of a 10,000 ton mill, so that there would be no surplus for export. 
Since the Couper mill at Tmcknow uses no wood pulp, the 
independent Pulp industry would be left to cater for the needs of 
the Deccan Paper Mills at Poona, M-hi(‘h might pundiase os much as 
1,000 tons of pulp in a good year. To raise the cost of paper by 
Es. 15 to Bs. 20 a ton, merely in order to constrain the Indian 
paper maker to forego the use of imported materials, would be a 
somewhat stringent measure, especially when the cost must be borne 
by the eousuiners of paper, 

96. It is sometimes argued that paper could be produced more 

S*p»r.tion of polp cheaply in India if the industiy were or^a- 

manufactaie from paper iiised on the European model, the paper 
ipanufMturj not fcasiblo pulp being manufactured in one set of mills 
at present. erected near the raw materials, and the pulp 

converted into paper in other mills near the coalfields and the 
principal markets. It would appear, however, that there are two 
conditions, at least one of which must be satisfied, before an arrange¬ 
ment of this kind becomes feasible or practically advantageous. 
Tbe first is that the demand for pulp should be sufficient to give 
the Pulp industry the advantage of mass production, and the second 
is that there should be some source of power or fuel within easy 
reach of the pulp factory. Both conditions are satisfied in Europe, 
for the Scandinavian mills export far more pulp thazi is consumed 
in the paper mills of Norway and Sweden, and they have cheap 
hydro-electric power and also firewood, and are not deivmdeiit on 
imported coal. Neither condition is yet satisfied in India. Mass 
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production will come in the future if bamboo eventually replaces 
wood as the world's principal raw material of paper. But it has not 
yet been shown that cheap hydro-electric power can be developed 
at suitable factoiy sites near the principal bamboo-growing tracts, 
and for the present most of the pulp factories would be dependent 
on the use of coal brought from very long distances. The principal 
saving which can be effected by manufacturing pulp near the raw 
materials is a great reduction in the cost of bamboo, not only 
because the transport charges are lower, but also because the special 
establishments employed to supervise extraction can he cut down 
to a minimum. On the other side there is the freight on at least 
-a ton and a half of coal to he taken into account, additional 
freight on the chemicals used, some inevitable duplication 
•of the supervising staff, and an increase in the overhead 

charges when two mills have to be erected instead of one. 

When allowance is made for all these factors, it is not clear 
that the separation of the manufacture of pulp from the manufac¬ 
ture of paper would reduce the cost of production in India at 
present, and a close analysis of the estimates prepared by the India 
Paper Pulp Company fully supports this view. The sole case yet 
brought to notice, which may prove to be an exception, is the scheme 
for a bamboo pulp mill at Cuttack, for there the proximity of the 
Talcher coalfield to the mill site might just turn the scale. Eor 

the rest, we do not anticipate that the construction of bamboo pulp 

mills will become profitable in India until the export of pnlp is 
something more than a hope for the future. 

97. It was claimed by the India Paper Pulp Company that 
bamboo pulp was as good as wood pulp for 
PoMibilitjr ^ replacing all purposes, and that if bamboo pulp were 

bamboo pulp not^yet available, the importation of wood pulp 
cstablisliedi would be Unnecessary. This claim is not 

admitted to the full extent by the grass mills. 
They conceded that bamboo pulp could be substituted for a consi¬ 
derable proportion of the wood pulp they use at present, but they 
were inclined to think that some wood pulp might still be needed. 
Their technical advisers, they said, had not yet finally made up 
their minds on the question. In the hope that the point might 
be settled definitely, we suggested to the mills that a practical 
experiment might be made, and in November 1924 the Titaghur 
Mills made 5 tons of paper from equal quantities of their own 
grass pulp and of bamboo pulp supplied by the India Paper Pulp 
Company. Samples of this paper were tested bv the Controller 
of Printing, Stationery and Stamps, who submitted a report on 
the resxilts to the Board. In several respects the paper proved 
unsatisfactory, and in particular it was found to be weaker, not 
only than paper made principally of sahai grass—which was to be 
expected—but also than paper made entirely from bamboo. The 
weakness could not, therefore, be attributed to the materials, but 
only to the method of manufacture. The result is disappointing, 
but it is wholly indecisive. It does not in any way prove that 
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bamboo pulp cannot replace wood pulp for all purposes, but it 
supplies no evidence that it can. Further experiments were made 
early in 1925, both at llaniganj and at Naihati, but the results 
reached us too late for consideration before Mr. Qinwala\s departure 
on leave at the end of February. It has not yet been established 
that bamboo pulp can replace the whole of the wood pulp at present 
used by the grass mills, and this fact weakens the (;ase for a protec¬ 
tive duty. 

98. Our consideration of the evidence leads us to the conclusion 
Protective duty on im- that the proposal for a protecjtive duty oit 
ported^ pulp not recom- imported paper pulp cannot be stipportod. 

We believe that, as the world’s supplies of 
timber diminish, a continuous increase in the cost of wood pulp 
is inevitable, and that bamboo is likely to become a very important 
material to the paper maker. But though the development of 
an expoii trade in bamboo pulp in the future is probable, the 
prospects of its coming about at an early date are not assured. It 
is not possible to fo7'e(.*ast with any cjcrtainty the date when the 
price of wood pulp will advan(*e materially, and a premature iiivevst- 
ment of camtal in pulp mills might entail heavy losses to investors. 
The imposition of a protective duty on imported pulp might compel 
the Indian paper mills, which use grass as their staple material,, 
to substitute bamboo pulp for wood pulp, though it is not yet clear 
that they could do so completely. But it is not likely that a sepa¬ 
rate Bamboo Pulp industry would come into existence, for the grass 
mills would almost certainly make their own arrangements to supply 
themselves. The proposed duty, therefore, would not achieve the 
object sought to be attained, and it cannot be recommended* 
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CHAVTER V. 

i:’xamination of the claim to Protection. 

99. The primary claim made on behalf of the Indian Paper 

industry is that it possesses a natural advaii- 
' “ existence of an abundant supply 

of suitable raw materials, namely, sabai grass 
and bamboo, and these must be considered separately. The merits 
of sahai grass as a paper-making material are unquestioned, Mr. 
W, Haiti, for example, stated when giving evidence before the 
Board;'—“ Grass is a very superior quality of raw material. It is 
better than bamboo and it is as good as anything in the world. The 
only thing that can compare with it is Esparto used by the English 
paper-makers/^ The paper made from sahai grass is strong and 
durable, and gives good bulk for its weight. To this extent, the 
claim made has been fully substantiated, but there are also dis¬ 
advantages. Sahai grass grows in forest areas in tufts intermixed 
with other vegetation, and it has been found exceedingly difficult 
to free the grass from accidental impurities such as fragments of 
leaves, twigs and roots before it is placed in the digesters. These 
impurities cause ugly specks on the surface of the paper which spoil 
its appearance, and the process of bleaching them out involves both 
an excessive consumption of bleach and an unnecessary destruction 
of fibre. This difficulty of obtaining clean sahai grass is only a 
minor disadvantage, which it should be possible to overcome. Much 
more serioxis is the question whether sahai grass is in any real sense 
abundant. 

100. The adequacy of the supply of sahai grass in India to meet 

the needs ol a growing industry had been 
Mi-. Pearson’s evidence called ill question before our enquiry com- 
^ ^ Snhai fenced, and in our questionnaire we drew the 

attention of the manufacturers to the follow¬ 
ing passage in the evidence given by Mr. R. S. Pearson, Forest 
Economist, Dehra Dun, before the Fiscal Commission, 

‘‘ Dealing with supplies, I do not quite agree that they [i.e., 
the manufacturers] were correct in their statement. 
They have hardly got sufficient grass to work up to their 
full capacity. They could not increase 5,000 tons on 
their present output if they were asked to do so. In 
other words, they have not got the raw material. If 
they want to expand, it might be done by importing 
sulphide spruce or by using other new materials. 
Another point is that during the last ten or tw^elve years 
there has been intensive cropping, and the grass has 
deteriorated considerably. That is the reason they are 
now going all so far afield to get their supplies, the fields 
nearer being very much depleted. It is therefore 
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questionable whether the Pulp industry which has been 
going on for 40 or 50 years could really continue, even 
if the paper-making industry did not expand at all, I 
know that they have now to go to IToshungabad, Central 
India, Sambalpore, etc., in Bihar and Orissa and the 
Punjab, Raw material is not easily available and they 
are paying Rs. 2 per niaund for it landed in Calcutta. 

In giving evidence before us= Mr. Pearson said that he adhered to 
his previous statements, subject to the qualification that there was 
more grass in the Sewaliks than he was then aware of. But he 
pointed out that this area is nearly a thousand miles from the mills. 

101. Mr. Carr of the Bengal Paper Mill Company, and Sir 

Willoughby (then Mr.) Carev of the Tita- 
Company/both of wtom 
appeared before us, gave evidence together on 
this very point before the Fiscal Commission. The relevant passage 
reads as follows : — 

“ Q. You say that this country has a sufficient quantity of raw 
materials. Woiild that apply to your most important 
raw materials? A. (Mr. Carr). There are many kinds 
of material. Q, At the present moment, would it apply 
to the grass that you use, is it sufficient.^ A. Probably 
not. Q. You would have to go to ether alternatives? A. 
Yes. Q. Possibly such as bamboos? A. Yes.” 

In the written replies to our questionnaire the. opinion expressed, 
at least in form, was somewhat different. On behalf of the Bengal 
Mill it was said The supply of grass is largely dependent upon 
labour and transport; eliminating these two factors, there has never 
been a time when ample grass has not been available for our require¬ 
ments, in spite of competition from other mills. Extension of the 
railway system opens up vast areas, and wejook upon the supply of 
suitable paper-making material in India as unlimited.” On behalf 
of the Titaghur Mills it was said It is purely a question of cost, 
as it means going further afield, and to-day the economic limit has 
been reached for costs to make paper in competition with imported 
papers at to-day’s prices. If the intention is to foster local manufac¬ 
ture of pulp, we reckon that addiiipnal considerable quantities of 
materials are available by going further into present fields and from 
other fields, which the present mills have not prospected as beiog 
outside the range of economic working.” In substance these two 
repties amount to this, that there is plenty of sahai grass to be had in 
India at a price. But both answers ignore the real issue whether 
the grass can be obtained at a price whicffi makes it economically 
advantageous. . ' 

102. Our examination of the cost of production in Chapter III 

led us to the conclusion that sabai grass could 
^delivered at the existing mills at a 
lower price than Rs. 50 a ton on the average. 
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tliat under favourable conditions the cost was likely to be between 
lls. 50 and Rs. 55 a ton, but that in bad seasons it would be higher* 
Sabai grass at these prices is not a cheap material for the paper- 
maker, who caters for a market which demands the cheapest paper 
free from mechanical pulp. It is cheaper than Esparto which costs 
£6-10-0 a ton landed in a British port, but jt is much more expensive 
than wood. The India l^aper Pulp Company gave the cost of wood 
per ton of pulp in the Norw^egian mills as <£6-15-0, while Mr. Raitt 
and Mr. Pearson give the figure of £7 a ton or a little more, which 
is equivalent to Rs, 105 with the exchange at I 5 , Ad., and Es. 93 
at 1^, 6d. The corresponding figure for sabai grass at Rs. 52 a ton 
is Rs. 130, which makes the gravss from 24 to 40 per cent, more 
expensive than wood, according to the rate of exchange. Paper 
made from grass, therefore, starts the race under an initial handi¬ 
cap, and a very severe one. 

103. The reasons why the cost of sahai grass is high have already 

been indicated in Chapter III. Mr.Raittsum- 
Reasons tbe high C9st them in the single word “ competi- 

^ * tion.^' The mills were scrambling for grass, 

which meant that there wavS not enough for them all; and the demand 
had outrun the economic radius from which sahai grass could be 
collected. The evidence we have taken affords abundant confirmation 
of this view. If the Indian paper maker, in order to assure himself 
of adequate supplies of grass, has to resort to fields from 500 miles 
to 900 miles distant from the factory, thereby adding Rs. 25 a ton 
to the cost of paper on account of railway freight,—if, again, the 
competition for the available supplies is so severe that he is willing 
to incur annual charges by way of rent and royalty, which, even 
when the fields are worked to capacity, increase the cost of paper by 
a further sum of Rs. 25 a ton, the only possible inference is that he 
acte^ as he did because he could do no better. The representatives 
of both the Bengal Mill and the Titaghur Mills expressed their 
belief that cheaper and more accessible supplies existed. Mr. Carr 
spoke of four or five forests, which were not being cut, within 250 
miles from Calcutta, and Sir Willoughby Carey mentioned a num¬ 
ber of areas from which grass might be obtained. Statements of 
this kind, however, are useless as evidence. Paper has been made 
from sahai grass in India for more than 50 years, and it must be 
presumed that before the mills launched out into their very expen¬ 
sive commitments in the north west of India, they had satisfied 
themselves that the quantities of grass they required could not be 
obtained more cheaply elsewhere. To suppose otherwise would be 
to accuse the mill management of lacking ordinary commercial pru¬ 
dence. 

104, It is natural to enquire whether, since the great distances 

over which grass is transported are largely 
Possible location of papov responsible for the high cost, many difficul- 
mills near the grass fields, ties would not be removed if the paper mill 
were erected near the grass instead of 900 
miles away. In most cases the answer is that there can be little 
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-ox no economy if the freight on 2^ tons grass for 900 miles is saved 
at the cost of paying freight on 5 tons of coal for a distance not very 
much shorter. But one projetit has been mooted which cannot be 
dismissed in this way. The Punjab Paper Mills Company, which 
lias heen established to erect a 6,000 ton paper mill at a site near 
the hcQ^d-^works of the WcvSiern and Eastern Jamna canals, about 14 
miles from Saharanpur, has received (‘oiicessions for sahai grass both 
from the Punjab Government and from States in that neighbour¬ 
hood, and believes that the 15,000 tons of grass required can be 
collected within a radius of 20 miles from the mil]. The rent 
j)ayable to the Local Government for the area leased by it has been 
fixed at the ver}’’ low figure of lls. 1,600 a year, which after the firsi 
tvD years is subject to an increase in proportion to the (mantity of 
grass extracted, while after ten years additional sums will be payable 
'Out of profits, if these exceed 20 per cent. The States have 
been given fully paid-up shares in the Company in lieu of rent or 
royalty on the concessions granted by them. If, in fact, 15,000 tons 
of grass can be collected within 20 miles of the mill, the concession 
^is a very valuable one, for the Company are relieved not only of the 
railway freight and the royalty whii^h other mills have to pay, but 
also of the maintenance of an expensive establishment to supervise 
collection. Mr. Kashi Bam, the Managing Director, estimates that 
the grass would cost about Bs. 14 a ton at the mill. This, we think, 
IS an ever-sauguine estimate, but it ought to be possible to keep the 
cost down to some figure between Bs. 20 and Bs. 25 a ton. In that 
case the cost of grass per ton of paper would be between Bs. 50 and 
Bs. 60, and a great advantage in the cost of the primary material as 
compared with wood could justly be claimed. In this particular case, 
moreover, the initial advantage is not wiped out later on by the 
high freight on coal, for at the site selected hydro-electric power 
will be available at what are considered to be cheap rates.* Mr. 
Kashi Bam states in his answers to the questionnaire that a steam 
boiler will be required for three months in the year when the supply 
is short, but that it is nofc intended to use coal. The inference is 
that for nine months in the year hydro-electric power will be used 
for all the processes of the mill, including the raising of steam for 
the digesters and the drying cylinders, and that for three months 
firewood will be used in a steam plant to supply the deficiency in 
power. If that be so, the Company evidently believe that the cost 
‘of their electric power will be small, for ordinarily electricity is a 
very expensive method of generating heat. 


105. We think the evidence justifies us in saying that, the condi¬ 
tions of the Indian paper market being what 
Nfttaral advantage of they are, and with j)«lping wood at its presejjt 
price, the paper mills in India which use 
sabai grass have no natural advantage in com¬ 
petition with imported paper, but on the contrary are at a disadvan¬ 
tage. India may possess an advantage, however, in so far as it may 


India in reipect of Sabai 
ft ver^ limited on<\ 


*The Company will draw water from the canal and erect its own plant for 
the development of hydro-electric power. 
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1)0 possible to erect paper mills in tbe immediate vicinity of the raw 
materials, provided a site can be selected where cheap hydro-electric 
power is available. The extent of the advantage would depend on 
the terms arranged for the grass concessions and the size of the 
market which would be commanded. The Punjab Paper Mills 
Company has been exceptionally fortunate in arranging that nearly 
all payments by way of royalty should be a charge on profits and not 
on costs, but if there were more competitors in the field, the terms 
might be made more stringent. The Company should possess a 
commanding advantage in Northern India, but the heavy railway 
freight on paper sent to Bombay and Calcutta might leave the 
manufacturer in the Punjab with little or no margin in the most 
important markets. 

106. The Titaghur Company have in contemplation a wscherae for 

the erection of a grass pulp mill at some point 
Proposed erectiou of a near the grass fields of their western circle in 
jfi’rtsa pulp mill near Saha- to supply their mills on the Hooghly 

with pulp. The advantages claimed for this 
scheme are that the freight on pulp would be much less than the 
freight on grass, that the cost of baling would be eliminated, and 
that the grass fields could be worked more intensively so as to reduce 
to a reasonable figure the incidence of the rent per ton of grass 
extracted. But the estimate that was placed before us of the cost of 
grass pulp in such a mill had not been sufficiently considered and is 
without value as evidence. The success of the scheme depends 
entirely on whether cheap electric power is available, and on the 
local supplies of firewood. If the conditions are unsatisfactory in 
these respects, we are not satisfied that the scheme would reduce the 
cost of paper made at* Titaghur. 

107. As a paper-making material bamboo is inferior to sabai 

grass in strength and durability, but in India 
Bamboj as a paper* demand*'for the better 

macing ma em . qualities of paper which could be made satis¬ 

factorily from grass but not from bamboo, Eor the great hulk of 
the paper (‘onsumed in India bamboo fibre is quite good enough 
—certainly as good as wood, and possibly better. That, we think, is 
definitely established. Apart from the quality, the comparison bet¬ 
ween the two materials is in favour of bamboo in practically every 
point. The yield of unbleached pulp is 43 per cent, for bamboo, 
according to Mr. Raitt, as against 40 for sabai grass, and the India 
Paper Pulp Company obtain 42 per cent, in actual working, wherefes 
the grass mills apparently obtain less than 40 per cent. Much larger 
quantities of bamboo than of grass can he obtained from a given 
area, for the bamboo grows in dense clumps close together occupying 
a whobi block exclusively, while the grass grows in scattered tufts 
intermixed with other vegetation. As a result, fewer labourers are 
required to collect a ton "of bamboo than a ton of grass. There is 
but little danger also of the bamboo, as it reaches the mill, being 
intermixed with those accidental impurities which sometimes deface 
paper made from sabai grass or entail expenses in their removal. 
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where water transport is available, bamboo has this great 
adv^tage that it can be floated down stream in rafts, whereas grass 
cann(^, Grass cannot indeed be worked economically beyond a 
certaiiiv distance from the Railway, whereas distance is of little 
importance when transport is by water. One difficulty itS common to 
both bamboo and grass and is probably greater in the case of bamboo. 
If it is to'be cheap, it must be drawn from tracts where it is nearly 
a waste product and where there are no vested interests to resent 
the diversion of the bamboo supplies in a new direction. But such 
tracts are usually sparsely inhabited and labour difficulties are at 
once encountered. The experience of the India Paper Pulp Com¬ 
pany in the Kasalong reserve shows clearly that firms which 
commence to exploit the bamboo areas must not expect during the 
first three or four years of working to obtain satisfactory results in 
respect of either quantity or cost. The initial difficulties, we believe, 
can be overcome, but every project for manufacturing pulp or paper 
from bamboo should be narrow^ly scrutinised at the outset, so that 
adequate measures may be taken to obtain results quickly. 

108. An objection to the use of bamboo in paper mills has 

sometimes been advanced, namely, that all 
No great danger of the bamboo in a given tract might flower 
flowering of simultaneously, with the result that the 
supply of materials to the mill would be com¬ 
pletely cut off for three or four years together. But the experience 
of the last 12 years has dispelled these apprehensions. It has befen 
found that flowering occurs in large patches in one area, but there 
is no wholesale flowering over a whole district, and the process 
may take a number of years before it is complete. On the west 
coast, for example, the bamboo started flowering in 1908 or 1909, 
but did not begin in Malabar till 11 years later. Moreover there 
are generally more than one species in every forest, and the prospect 
of their all flowering simultaneously is ^erj remote. The flowering 
of the bamboo would probably mean some increase in cost to the 
mill for four or five years, but there is no danger of a stoppage 
of supplies. As it happens, the bamboo has flowered over the 
greater part of India since 1900, and as the interval between 
flowerings is from 40 to 80 years, a mill commencing now would 
bave little to fear.^ 

109. The cost, delivered at Naihati, of bamboo from the Kasalong 

reserve is still excessive (Rs. 55 a ton in 
€oatof at the 1923-24), but the bamboo obtained from other 

sources cost only Rs. 45 a ton. This is equi¬ 
valent to Rs. 107 per ton of paper, so that, with the exchange at 
Is. id,, bamboo is almost on an equality with wood and about 
15 per cent, dearer with the exchange at 1^. Gd. If 10,000 tons 
a year could be extracted from the Kasalong reserve, we have cal¬ 
culated (paragraph 59) that the cost could be brought down to 

*The substance of this paragraph and much of the wording is taken from 
-the evidence of Mr. Pearson and Mr, Raitt. 
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Rs, 41 a ton, whicli means Rs. 100 per ton of pulp* So far bamboo 
has no advantage over wood, but is clearly in a better position than 
mhai grass. But to a mill erected at a point to which the bamboo 
could be brought direct by water transport from the forest the cost 
would be about half, and the cost per ton of pulp Rs. 60 approxi¬ 
mately. Such mills woiild have a great advantage in the cost of 
primary raw materials over any European mill, hut the difficulty 
still remains that the higher cost of coal would neutralise the initial 
advantage. This difficulty does not exist at Cuttack (see paragraph 
92) which is within TO miles of a coal field, hut it does apply to the 
various schemes about to be mentioned (paragraph 111), and there 
is no evidence that hydro-electric power can be made available in 
any of them. But in one respect the circumstances of grass and 
bamboo are different. Only half the quantity of coal needed for 
the manufacture of paper is required for the production of pulp, 
and it is quite possible that India might begin an export trade in 
pulp although protection was still needed by the Paper industry.. 
There is an exact analogy in the iron and steel trade, for protective 
duties were imposed on steel years after pig iron had been exported 
to Japan and the west coast of America. Once the export of pulp 
began, mass production v^ould be possible, and it might be economi¬ 
cal for paper mills in Cahmtta to obtain the whole of their pulp 
from the exporting mills and confine themselves to the manufac¬ 
ture of paper. The high freight on coal would in this way be 
minimised. 

110. It remains that we should consider the quantities of bamboa 
which are commercially available. Very 
Inaian supplies of baroboo. sanguine estimates have sometimes been made^ 
of India’s potential wealth of paper-making 
materials in the form of bamboo. Thus, for example, Mr. Raitt„ 
in a paper read to the Royal Society of Arts in 1921, remarked: — 

It is, I think, a modest estimate to say that from bamboo,, 
taking only that which is available under possible manufacturings 
conditions, Burma Bengal and South West India could produce ten 

million tons of pulp per anmim'*^.India could therefore produce 

pulp for the whole world.” 

We are not concerned to set limits to the possibilities of the* 
future, but we are unable to Uvssent to a doctrine so broadly stated. 
It may very well be true that India possesses enough bamboo tO' 
make ten million tons of pulp, but the commercial exploitation 
of Indian bamboo on anything approaching this scale is a prospect 
so remote that it cannot affect any decision as to the action of 
Government at present. W^e have approached the problem from 
a different angle and with a far more modest objective. A great 
deal of exploratory work has already been done in connection with 
this matter by Mr. Pearson and Mr. Raitt, and it seemed to us^ 


*Thfe passage omitted from the quotation is and Assam from Savannah- 
grasses three million.” It has been omitted in the text because it is irrele¬ 
vant to the question of bamboo, but in fairness to Mr. Raitt it is given here. 
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important to ascertain which of the sites examined offered the best 

S ects. If the chances of success can be determined where the 
tions appear to be most favourable, and if the bamboo from 
the selected areas is sufficient to support a considerable industry, 
it is ntiedless to enquire what further possibilities lie in the back¬ 
ground. 

111. Five sites were selected by Mr, Pearson and Mr, Raitt avS 

1 i. 4 V being those where the exploitation of bamboo 

The five selected bamboo ® .-i 

^ paper-making material could best be at¬ 
tempted in the near future. Two of these— 
Chittagong and Cuttack—have already been discussed in Chapters 
HI and ly and need not again be described, and the remaining 
three are all situated in Burma, in three different divisions of the 
Province. Certain features are common to all the schemes. In 
each case the bamboo grows in abundance up-country at a consider¬ 
able distance from the mill site, and must be floated in rafts down 
the rivers, and in none except Cuttack is any local source of power 
or fuel available. In four out of the five areas it would be neces¬ 
sary to establish the factory some miles up-stream from the port,, 
owing to the fact that the rivers.are tidal and the water brackish 
at high tide. Of the three Burma projects the most promising 
appears to be the scheme for the Arakan division, where the mills 
would be situated near Akyab, 

Mr. Pearson told us:—I went up 120 miles from the port to 
see whether there was suitable rafting water, and tbe whole way 
there were dense blocks of solid bamboo on each side as far as you 
could see to the horizon. It was an extraordinary sight, as they 
were 16,000 square miles of a complete block of bamboo and no 
trees at He added that there were magnificient streams down 

which to float the bamboo. In Mr. Raitt^s opinion there is room 
in the Arakan area for several mills, and it is superior to the other 
areas in the fact that the supply of labour is good. Mr, Pearson 
says :—“ During the tour I made, I found small villages all the way 
scattered through these areas, wdth a small patch of cultivation 
and the inhabitants living a good deal on cutting down bamboo in 
the neighbourhood of their villages, burning them and then* sowing 
their crops. The people are used to cutting bamboos,. and them 
were plenty of them to cut and they lived on the spot. They have 
no call on the bamboo except that just in the vicinity of their 
houvses, and for further supplies they have only to go a short 
distance further on a few yards off 

The second area is in the Tenasseium division, and the mill (or 
mills) would be situated about 10 miles above the port of Tavoy. 
Here also the conditions are favourable, except that coal would have 
to be brought by sea and labour would have to be imported. The 
third ai^ea is on the Pegu river, and the mill would probably be 
established at some distance from Rangoon. It is estimated that 
bamboo could be extracted in quantities sufficient for a 10,000 ton 
mill, and though the labour supply is not so good as in Arakan,. 
it is believed that imported labour would not be necessary. A 
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concession in this area was granted to the Titaghur Paper MilJs 
Company some years ago, but the Company eventually gave it up 
for reasons which have not been fully explained to us. Apparently 
some difficulty arose over interference with local vested interests, not 
so much of the cultivators as of the traders who dealt in bamboo. 
The Akyab and Tavoy sites are admirably adapted for mills which 
intended to develop an export trade in pulp, while the Pegu site 
would serve equally well for a paper mill to supply the local 
market. 

The Board's CsinclusioLs 112. We think it is established: — 
about bamboo. 

(a) that the supplies of bamboo in the areas wffiere the other 
conditions are favourable are very large, sufficient indeed 
to meet the needs of all the paper mills in India and 
leave a surplus from which an export trade in pulp 
would eventually develop, and 

(h) that bamboo can be landed in a mill accessible by water 
transport from the forest at a cost low enough to make 
it a great deal cheaper than wood is to the European 
pulp manufacturer. 

Whatever difficulties may await the Indian Paper industry, its 
supply of raw materials is secure. We now turn to the auxiliary 
materials. 

113. Most of the chemicals required for the manufacture of 
paper are now made in India, and only a few 
India has no advantage of them are necessarily imported. Of these 
in the cost o£ chemicaU. most important are sulphur (used only 

by the Indifib Paper Pulp Company), dyes, and—until a year 
or two ago—bleaching powder. The materials invariably pur¬ 
chased in India are rosin, lime, magnesia, sulphuric acid* 
and hydrochloric acid*, while the list of those which are sometimes 
purchased in India and sometimes imported includes china clay, 
caustic soda, alkali, alum and alumino-ferric and common salt*. 
It might seem that in this matter the Indian mills were reasonably 
well o&y but in fact they labour under a serious disadvantage as 
compared with their European competitors. In some cases the 
material has to be brought from sources several hundred miles 
away and the transport charges are heavy. Lime, for example, 
has to be brought either from Katni or Sylhet, and magnesia from 
Madras, whilej owing to the rail freight, imported salt is cheaper 
than Indian salt in Calcutta. Again, the quality of the Indian 
china clay is open to question and at least two of the mills, after 
trial, have found it to be unsatisfactory. The price of most of the 
other chemicals purchased in India is regulated by the cost of im- 
• portation of materials, and though there are advantages in local 
purchase, there is but little saving in cost. The prices paid by an 
Indian mill for chemicals usually exceed the prices paid by 

*These materials are used by the Titaghur Company for the electrolytic 
manufacture of bleach. 
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Kuropean mills by the full amount of the sea freight and landing 
charges, and in most cases* of the (Customs duty as well, but to 
estimate the extent of the disudyaniage per ton of paper is not 
easy. The India Paper Pulp Company haye given the cost of 
auxiliary materials per ton of paper in a British Espaiio mill as 
i'3-9-6, which is equivalent to Ils. 52 at Is, 4d. and lls. 46 at 
Is, 6d, The lo'west figure yet attained in any Indian mill is Rg. 73 
at Titaghur in the first six months of 1924-25, and the difference 
between this sum and the British (jost is not greater than was to be 
expected in the (drcumstances. But the expenditure of both the 
other mills on chemicals is much higher, and there is reason to 
belieye that in a European mill mamifacdiiring paper from wood 
the cost would be much lower than in an Esparto mill. For a 
Norwegian pulp mill the India Paper Pulp Company gave the cost 
of chemicals per ton as only £0-11-6, i.e., about Rs. 8, as against 
their own estimated cost of Rs. 49 per ton of pulp. On the assump¬ 
tion that the cost of chemicals after the pulp stage is much the 
same whatever material is used, the (‘ost of chemicals in a mill 
making paper from wood would not much exceed Rs. 30 per ton of 
paper. In that case the disadvantage of Indian mills must be 
great indeed, and it becomes important to ascertain whether the 
cost could not be brought down substantially. 

114. It is clearly impossible for us to examine in detail the 
tecnnical issues involved, but there are seve- 
tiTcSni chem”clh! ral points which call for notice. In the first 
place, the efficiency of the soda recovery planta 
at. Titaghur and Raniganj seems poor, for the percentage oi soda 
recovered is about 50 per cent, as against 80 per cent, or more 
in European mills. In the second place, the experience of the 
Titaghur Mills has shown clearly that a real economy can be made 
by introducing the electrolytic manufacture of bleach and caustic 
soda. Unfortunately there are difficulties, apparently insuperable, 
in the way of making bleaching powder in India, and the bleaching 
liquor such as is made at Titaghur would not stand the cost of 
transport, so that each mill must install its own plant and this 
means heavy capital expenditure. Nevertheless, we believe that 
in time most of the mills Avill find it pays them to adopt the process. 
More important than either of the points just mentioned is another 
improvement suggested by Mr, Raitt. 


115. Mr. Raitt has worked for a number of years on the applica- 

Fractional digestion. the soda process to the production of 

bamboo pulp, and the name he has given to 
the modification of the process to which his investigations led him 
is ^ fractional digestion \ Pulp produced from bamboo by the ordi¬ 
nary process is dark in colour, and consequently needs a "great deal 
of Weaching, which leads to loss of fibre. The various substances 
which have to be removed in the process of digestion fall into 
several groups, and it was found that the bleaching difficulty was 


^Sulphur is admitted free of duty, and the Titaghur Mills pay no duty 
oji the salt used in tho manufacture of bleach. 
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^•entirely due to two groups while the others were innocuous. In 
Hhe ordinary process all the groups are removed simultaneously 
by boiling the material at high pressure, and under these conditions 
"the dangerous constitxieiits are re-absorbed by the pulp and discolour 
'it. As it happens they are more easily soluble than the innocuous 
groups and can be extracted by boiling at a lower pressure. In the 
process of fractional digestion the constituents likely to discolour 
"the pulp are first removed at low pressure, and the other groups, 
which can do no harm, are then extracted at high pressure. If 
the soda process was to be applied to bamboo at all, some modi- 
^cation of this kind was necessary, but it can also be applied with 
advantage to sahai grass, which contains the same constituents 
which tend to discolour the bamboo pulp, though in a lower pro¬ 


portion. 

116. Several advantages are claimed for the process of fractional 

digestion, and the most important is that in 

ifroXSaldigi. ? quantity of bleach required 

IS reduced by one-hali. In addition the 
vcolour of the pulp as it leaves the digesters is so much improved 
'that no bleach at all is required for such papers as “ badami,” and 
"the saving here is not only the cost of bleach but also the avoidance 
of the 7 per cent, waste of fibre which normally takes place at the 
bleaching stage. The minor advantages are that the consumption 
of caustic sod^a is redaiced by nearly a fifth, and also, since the 
"digestion is carried out at a lower temperature, there is less de- 
‘^truction of fibre at the pulp stage, the difference on the yield, 
Ciccording to Mr. Eaitt, being about 2 per cent. The advantages 
^claimed for the process as applied to grass appear to have been fully 
established by the work already done in the experimental plants 
at Dehra Dun. Of the work done on bamboo during the last nine 
months we have received only a very brief report, which does not 
miake it possible to arrive at a final verdict, but all the circumstances 
.suggest that it is likely to be a favoxirable one. Mr. Raitt’s discovery 
is of first class importance to the Paper industry, and in particular 
“Should do much to reduce the very high cost of chemicals per ton of 
fpaper in the Indian mills. 

117. Practional digestion is a modification of the soda process 

e , and cannot be used in the sulphite process, 

Stewii JSS. » P«Pf can 

derive no advantage trom Mr. Raitt s dis¬ 
covery, but they are equally concerned with the grass mills in 
securing a reduction in the cost of chemicals. If the actual cost 
.of chemicals per ton of pulp in a Norwegian mill is only one-sixth 
of the cost in a bamboo mill, the difference in the price of materials, 
as between India and Europe, will account for only a small part 
of the discrepancy. The explanation which naturally suggests 
itself is that the wide divergence in costs is due to a difference 
between wood and bamboo, w^hich involves another and more ex¬ 


pensive treatment such as the use of more chemicals or a longer 
period of digestion. The only difference which has been brought 
to our notice is the fact that wood contains only a trifling proportion 



of the unbleacliablo constituents which are found in bamboo, and 
it may be that the India Paper Pulp Company have no*^ yet been 
completely successful in dealing with the problem w-hich Mr. Ilaitt 
set. himself to solve on other hues. So far as the quality of the 
paper produced is concerned, the application of the sulphite process 
to bamboo has passed beyond the experimental stage, but there 
is much work still to be done before a similar verdict can be pro¬ 
nounced as to the (‘ost at w^hich the results are achieved, and parti¬ 
cularly as regards the cost of chemicals. In their forecast of future 
expenditure the Company have wisely refrained from counting on 
any saving which is not yet in sight, and their estimates are all 
the more valuable for that reason. But unless the cost of chemicals 
per ton of pulp can be substantially reduced, it certainly seems that 
in this respect the soda process is likely to be the cheaper. 

118. A good deal has already been said about power and fuel, 

_ j 1 ? 1 ^0 lengthy discussion is necessary at this 

Power and Fuel. natural advaritaffes in 

respect of materials such as sahai grass and bamboo, and also has 
supplies of cheap coal, but it is rarely possible to select a site where 
both advantages are combined, Cuttack and Saharanpur being the 
only exceptions yet brought to notice. Usually a choice has to 
be made, and the mill which gets its grass and bamboo cheap will 
find its coal very dear. This is not a difficulty peculiar to the Paper 
industry. The concentration of all the best coal deposits in India 
in one "locality is an obstacle which retards the development of 
Indians material rcsoTirces in the loss favoured regions. The im¬ 
portance of loAv freights on coal to tlie Paper industry is obvscured 
at present because the principal mills have preferred to be near 
their markets and their coal, even though they have to go far afield 
for their raw materials. But this concentration of the industry 
in one area has its disadvantages, for the Calcutta mills (cannot 
expect to command the market in all parts of India in the face of 
the heavy Railway freight on paper. Low transport rates on coal 
by rail and steamer are indispensable if full use is to be made of 
India’s valuable paper-making materials. But when all that is 
possible has been done in that direction, the difficulty Avill not be 
completely removed. It is evident that every project for the manu¬ 
facture in India of paper or paper pulp demands the closest scrutiny 
in order to determine wdiether local sources of hydro-electric power 
cannot be utilised, and the possibility of reducing the coal consump¬ 
tion to a minimum by using wood fuel is almost ecj^ually important. 
In addition, the machinery and plant in the mills should be so 
designed as to secure the highest steam efficiency attainable. The 
industry null have no chance against foreign competition unless 
every step possible is taken to minimise the disadvantage which 
results from the long distances which divide the coal and the raw 
materiiils. 

119. Like most other industrial establishments at the present 

_ , ^ _ stage of India’s industrial develoriment, the 

^of the pape^nmi«. ^ paper mills have found it necessary to employ 
a certain number of Europeans to fill the 
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higher supervising appointments, and since the European must 
necessarily be paid a higher salary than he would accept for doing 
similar work in his own country, the cost of the supervisory staff is 
higher than in Europe. It is when an industry first starts that the 
disadvantage is most severely felt, and as time goes on it should 
gradually diminish and eventually disappear. Paper-making 
by modern methods has been carried on in India for halt a century> 
and by this time it might be expected that considerable progress 
would have, been made in replacing Europeans by Indians. It is 
disappointing, therefore, to find that few, if any, Indians have 
yet risen above the foreman class. In two up-country mills, it is 
true, something has been done. The Manager of the Upper India 
Couper Paper Mills is an Indian who entered the works as an 
apprentice on Rs. 16 a month, and only three Europeans are em¬ 
ployed in the inill as paper makers or machinemen. The Deccan 
Paper Mills Company informed us that their Indian labour had 
been so thoroughly trained that no European labourers or super¬ 
visors were now required. Both these mills are small, however, 
and neither has been particularly successful. The Lucknow mill 
is working only one of its two machines, and the Poona mill was 
shut down at the time we visited it. It is the progress of Indianisa- 
tion in the larger mills that is important, and the results in them 
are not satisfactory. Twelve Europeans are employed at Raniganj, 
including the Manager and Assistant Manager, four engineers, a 
chemist, a foreman, two machinemen and two paper makers. During 
the last twenty years six additional Europeans have been employed 
as new machines were added to the plant, and there has been no 
displacement of Europeans by Indians. In 1923 the pay of the 
European staff amounted to Rs. 29 per ton of paper produced, and 
if they could have been replaced by Indians the cost would have 
been lower by at least Rs. 12, which is not a negligible amount. 
In the two Titaghur mills 16 Europeans are employed~a reduction 
of 6 or 7 since 1914. Only four Indians, however, draw pay of 
Rs. 250 a month or more and hold posts formerly held by Europeans. 
The position at Naihati is more satisfactory, for the mill has been 
operating for little more than two years, using a new material and 
working a new process, and there has been no opportunity as yet 
to train Indians for responsible duties. Nevertheless, the chemist 
is an Indian and the European staff is limited to a Manager, an 
engineer and two machinemen. When a second machine is added, 
an^assistant engineer and a third machineman would be required. 

120. The explanation given by the representatives of the 
Titaghur and Bengal Companies of the small 
Explanation given by progress made towards Indianisation was 
the mills of slow progress Iniiaii labour had been found 

in n lanis lo . quite satisfactory in subordinate skilled posi¬ 

tions, Indians had not hitherto proved capable of supervisory 
appointments. Indians of the right stamp had not come forward to 
qualify themselves for the higher technical work, and those who 
presented themselves had failed to carry on their training, and had 
generally left the mill after acquiring only a superficial knowledge. 
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Indians, it was suggested, found the conditions of work in a paper 
mill too arduous and exacting^, and also were unwilling- to begin 
ibeir apprenticeship at the age of 15 or 16. Great stress was laid 
on the necessity of beginning to learn the trade early in life, and 
the opinion was expressed that it was too late to begin at the age 
of 22 to 24 on the completion of a college training. 

12.1. We should be sorry if we were compelled to assent to these 
Ne:c33ity for trainiag arguments, which go far to destroy the case 
Indians in paper nianufac- for protection. An industry ill which 
^ure. Indians could never expect to fill the higher 

Appointments would have scant claim to assistance from the State. 
We recognise that in the past the number of Indians anxious for an 
industrial career has not been large, and that the age of entry 
creates a real difficmliy. But in recent years there has been a 
marked change in the attitude of Indians to industrial work, and 
a much greater readiness to face the inconvenience and discomfort 
which it may entail. We have heard of several young men who 
have studied paper-making in Europe or America, and one of them, 
Mr. Bhargava, gave evidence w^hen w^e visited Behra Bun. It may 
be true that the Indian apprentices employed at Raniganj and 
Titaghur failed to make good because they were not of the right 
stamp, but we are not satisfied that any particular effort was made 
to get hold of the right kind of men. As to the age of entry, it 
may be very desirable that apprentices in paper mills should begin 
to learn their trade as boys, but it is not so clear that it is essential. 
What is required, we think, is that a concerted scheme for training 
Indians should be drawn up, and that the mills should combine 
with this object. The co-operation of the Local Governments would, 
of course, be indispensable, and would no doubt readily be given. 
In particular, it seems probable that much of the training should 
preferably be given in Europe and America, and a system of 
State technical scholarships would be the natural w^ay of providing 
for this. We find no reason for thinking that Indians cannot be 
trained to fill in time any appointment in a paper mill, but an 
organised scheme of training is necessary. The conditions in the 
Paper industry are certainly no more arduous and exacting than 
they are in the Iron and Steel trade, for which Indians are now 
readily coming forward. 

122. It might appear that, owing to the slow progress made in 
. Indianisation, the cost of labour in the 

mUlsreUtivdrcbwr'l paper mills woiild 1^ higher than in 

Europe, but this is not so. ine cost of Jabour 
per ton of paper in a British Esparto mill is given by the India 
Paper J^ulp Company as £4-18-0, w-hich is equivalent to Rs. 65 with 
the exchange at Is, i}d, and Rs. 7d with the exchange at 1^. 4d. 
As against this, the labour costs at Naihati have been as low as 
Rs. 61 per ton of paper, and the grass mills should be able to bring 
down the cost of labour to about the same figure when they are 
manufacturing to capacity. It is true, of course, as we have pointed 
out before, that the paper which competes with Indian paper is not 
made from Esparto but from wood, and we have no evidence as to 
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the cost of laboxir per ton of paper in mills which use wood pulp. 
But the cost of labour per ton of pulp in Norwegian mills, as given 
by the India Paper Pulp Company, is £2, which is equivalent to 
lls. 27 with the exchange at l,v. M. and Rs. 30 with the exchange 
at Is, 4d. The Company estimate that their own labour costs at 
the pulp mill will not be more than Its, 16 per ton, and although this, 
figure may be over-sanguine, we beliei^e that it should be possible 
to" bring down the costs of labour to about Us* 20 per ton of pulp* 
The inference is that in a mill using nothing but wood, the labour 
costs would not be much less than in a mill using Esparto. If that 
be so, India is at no disadvantage as regards the cost of labour, but 
has already some advantage, though not a large one. The explana¬ 
tion no doubt is that the lower wages paid in Indian mills more 
than counterbalance the smaller elfectiveness of the individual 
workman- The question of Indianisation is, nevertheless, of impor¬ 
tance on the financial side, for the disadvantages of the Paper 
industry in India are so serious that every potential advantage 
muvSt be utilised to the full. 

123. The question of the market for the Indian paper has been 

fully discussed in Chapter II, and a brief 
Market for paper in India, summary will suffice here. The market open 

to the Indian paper maker at the present rate 
cf consumption we have estimated to be about 50,000 tons, of wffiicli 
something less than 30,000 tons is already supplied by Indian paper. 
The surplus capacity of the Indian mills would provide for about 
one-fourth of the balance, and when the mill partially erected at 
Rajahmundry, and the mill projected near Saharanpur, are com¬ 
pleted, the Indian mills would be supplying more than four-fifths of 
the whole demand. It follows that while the market for paper in 
India is sufficient to support a considerable industry, it is not large 
enough to admit of any great development. Eor the finer and more 
expensive kinds of paper the Indian demand is small, and until it 
has increased very substantially no Indian mill can compete with 
the European mills which specialise in the finer qualities of paper. 

124, It remains to mention one more disadvantage under which 

the Indian industry suffers, namely, the 
lYi ^ heavy initial expenditure involved in the 

erection ot a paper mill. It was ascertained 
in paragraph 81 that the capital cost of a paper mill erected since 
the wav could not he taken as less than Rs. 800 per ton of output. 
What the corresponding figure would he for a new mill erected in 
Europe it is difficult to say. In the estimate made for the Titaghur 
Company, about half the cost of the mill as finally erected in India 
represented the cost of machinery and plant f.o.b. at a British port. 
If so, the total cost of a new^ mill erected in Europe would not be 
more than three-quarters, and might he as low as two-thirds, of the 
corresponding cost in India. The point is not of very great import 
tance, however, because the competition the Indian mills have to 
fear will come not from new European mills, of which there are 
likely to be few while the trade depression lasts, but from the older 
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mills which utilised their war profits in writing down their block 
and bringing their equipment thoroughly up-to-date. The Euro¬ 
pean mill, th^erefore, has two great advantages. The sum required 
per ton of paper in order to yield a reasonable return on the capital 
investment is very much sinJ^H^i*—perhaps not more than a third of 
the sum required by a new mill in India—and the allowance for 
depreciation is less. The second disadvantage will tend to grow 
smallei as time goes on, for the depreciation allowance is ultimately 
regulated by replacement costs, but the first disadvantage is perma¬ 
nent. It is true that the Baniganj and Titaghur mills also enjoyed 
high war profits, and have been able to write down their block 
accounts heavily and also to do something towards bringing their 
equipment up to date. But their period cf prosperitj' was a short 
one and followed a long series of years when they barely held their 
own. The sums set aside from war profits have not been sufficient 
to do more than a part of what was necessary in the way of renova¬ 
tion, and even if dividents had been rigidly restricted during the 
war and every penny that was saved had been spent on renewing 
the plant, much would still remain to he done. 

* 

125. The general effect of what has been said in this Chapter as 
regards the advantages and disadvantages of 
Advaiitagfia and disadvan- the Indian Paper Industrv may be briefly 
ininetry, ® summarised. The grass mills in Bengal have 

the advantages of cheap labour and coal, and 
a large market close at hand, hut the^^ do not derive from them all 
the benefit that they might, for their coal consumption is too high 
and the European staff excessive. Their disadvantages are that their 
grass and chemicals are very expensive as compared with the cost of 
wood and chemicals in Europe. They have another advantage in a 
low block account, which reduces their overhead charges and the 
return required on capital, but the renovation of their plant and 
machinery out of war profits is only partial, and their works costs^ 
are certainly increased by an equipment which is not up-to-date. 
The position of the only mill in India which manufactures paper 
from bamboo differs from that of the grass mills in several respects. 
Bamboo delivered at the mill is cheaper than grass, and its costs 
nan he brought down to a level at which it would be as cheap as 
wood is in a European mill. It has the advantage of an np-to-date 
equipment, but is handicapped by the heavy cost of construction at 
post-war prices. By erecting the paper mills in the vicinity of the 
raw materials, whether grass or bamboo, their cost at the mill can 
he brought down to a point which gives India a great advantage 
■over European mills, but in most cases onl^ at the cost of sacrificing 
che advantage of cheap coal, and incurring the disadvantage of 
remoteness from the principal markets. It has not been shown that 
such mills could under-sell the mills near Calcutta or in the coal 
fields unless they have the benefit of a local supply of power. Only 
two exceptional cases have come to notice, namely Cuttack, where 


See Appendix VI. 
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a new coalfield is being opened at a distance of 65 miles, andl 
Saharanpur where hydro-electric power can be developed. Bamboo, 
however, has an advantage over grass, which is inconsiderable at 
ihe moment, but becomes important as the cost of wood pulp rises. 
An export trade could then be developed, and the mass production 
ill mills on the seaboard might bring down costs substan- 
tialiy. All these points are of importance in considering whether 
the In.lian Paper industry merits assistance from the State. 

126. According to the Fiscal Commission the protection of an 
Position 01 " the Oraaa industry would not ordinarily be Justifiable 
miiu if protection were unless it coiild be shown that without protec- 
withheld. likely to develop at all, or not 

so rapidly as the national interests required. We have to consider, 
therefore, what the result is likely to be if the existing duties are 
left unchanged. It is clear, we think, that the grass mills in Bengal 
and the TTnited Provinces could not continue production and would 
have to close down. The average prices they might expect to realise 
in the face of foreign competition with the present rate of duty were 
estimated in Chapter II to be Rs. 502* a ton for the Titaghur Com¬ 
pany and Rs. 478 for the Bengal Company. The Couper Mill at 
Lucknow could not expect to realise more than the latter figure, for 
50 per cent, of its output consists of Browns and Badami ”. The^ 
Titaghur Company has beenunable since the war to bring the works 
costs below Rs. 490 a ton, and the costs of the other two mills are 
higher. One mill, therefore, just covers its works costs and the 
others fail to do so. It does not seem likely that the mills will per¬ 
severe much longer in an apparently hopeless struggle. It is true 
that, if the mills were manufacturing to capacity, the works costs^ 
could be brought dow’n to about Bs. 460 a ton, but they cannot sell 
their output without lowering their prices, so that the margin, 
between costs and selling price would be practically unchanged. It 
is possible that the disappearance of one of the 4-machine mills 
might ease the position of the others, both because there would be* 
levss competition for sahai grass and because the survivors might be^ 
able to sell their output without dropping prices. But both the^ 
Titaghur and the Bengal Companies have expensive commitments in 
their grass leases and could not benefit much for some time from a 
falling off in the demand for sahai grass. The only chance of a new 
development is that the Punjab Paper Mills Company might be 
able to raise capital for the erection of a mill near Saharanpur, 
where the conditions are more favourable for the manufacture of 
paper out of sahai grass than anywhere else in India. A mill 
erected there might be able to hold its own in Upper India even 
without protection, but at a time when the older mills w'ere being 
forced to shut down, to raise fresh capital for any paper enterprise- 
would be far from easy. In brief, the probability is that the manu¬ 
facture pf paper out qf grass would cpme tq an end, 

* These prices are net at the mill. Rs. 502 a ton equals 3 annas 7 pies an 
lb,, and Rs, 478 a ton equals 3 annas 5 pies a lb. 
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127- The position of the India Paper Pulp Company would be 
Maimfactiire of pa^er somewhat easier than that of the grass mills, 
from bamboo not likelv to The works costs have been brought down to 
continnewith'mt pivtection. 442 a ton, and the average price likely to 
be realised is Rs. 513 nett at the mill ( = 3 annas 8 pies a lb.). The 
Company would, therefore, have a surplus of Rs. 70 a ton after meet^ 
ing the works costs. But the sum required to cover the overhead 
charges is Rs., 85 a ton after the second machine has been added, 
and so long as the output of the mill is limited to 2,500 tons they 
must be higher. The Company, therefore, would be manufactur¬ 
ing at an actual loss, and the only chance of making profits would 
be by the addition of a second paper machine. That would involve 
fresh capital expenditure of about Rs. 10 lakhs, a sum which 
certainly could not be raised in the open market, and it is 
doubtful whether the firms who stand behind the Company would 
be ready to increase their commitments. They would naturally be 
reluctant to abandon an enterprise on which more than Rs. 45 lakhs 
have already been spent, but if they decided to go on, they would 
have Three or four very difficult years to pass through. It is far 
from improbable that the mill might be closed down. The only 
other bamboo mill in existence is the new mill (still incomplete) of 
the Carnatic Paper Mills, Limited, at Rcjahmundry. With the 
aid of a loan from the Madras Government the Company have 
apparently succeeded in raising all the capital needed for the.manu¬ 
facture of paper out of straw, but as far as bamboo is concerned 
they are at present equipped for the manufacture only of ptflp, and 
they would have to raise fresh capital before they could make 
bamboo paper. It is difficult to see how this could be done, and it 
would be quite useless to attempt the manufacture of pulp if the 
paper mills in Bengal shut down. Our belief is that, unless protec¬ 
tion is given, the manufacture of paper in India will cease, but 
there is a bare possibility that it would be carried on by two mills, 
one at Naihati using bamboo and one at Saharanpiir using sahai 
grass. 

128. The third condition laid down by the Fiscal Commission 
was that the industry should he able even- 
FiscalCo\r»is«on’s thirl tually to dispense with protection and face 
to the competition unaided. We estimated 

mi s. ^ grass mill near Calcutta or in the coal¬ 

fields might be able to bring down its works costs to some figure 
below Rs. 420, but not below Rs. 400 a ton. In that case a mill 
erected after the war could not earn a fair return on its capital 
unless it could realise Rs. 550 a ton on the average. The existing 
mills might be able to sell at Rs. 520 a ton, for they would have a 
much smaller capital account, but they would have to make a full 
allowance for depreciation if they wished to bring their machinery 
and plant up-to-date and keep it so. But if the present Customs 
duties were removed, the Indian mills would not be able to realise 
more than Rs. 420 a ton on the average, and a 25 per cent, increase in 
the price of imported paper would be necessary before the position of 
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the Indian mills was sound. To bring this about a 100 per cent* 
increase in the cost of wood for pulping would be required, and no 
rise of this order can be foreseen. The condition is clearly not satis¬ 
fied in the case of the existing gTass mills. But a mill erected near 
Saharanpur would have an advantage of Rs. 75 a ton in the cost of 
grass, and, provided its hydro-electric power costs no more than 
steam power does at Calcutta, it would have a very fair chance of 
survival. The evidence leads iis to think that the manufacture of 
paper out of sahai grass would not be possible in any other region 
in India under a system of absolute free trade. 

129. The position as regards bamboo cannot be so simply stated^ 
Difficulty of estimating the possibilities are at once much greater 

the prospfcta of bamboo and more difficult to determine. As a paper- 
making material bamboo has an advantage 
over sahai grass, because the supplies are far more abundant and[ 
much more widely distributed. Only a proportion, and a steadily 
diminishing proportion, of Indians requirements can be met by paper 
made from sahai grass, bnt there is enough bamboo not only to 
supply the needs of India, but also to develop a considerable export 
trade. The manufacture of paper from sahai grass has been carried 
on in India for half a century, the process of manufacture is well 
understood, and the possible reduction in manufacturing costs can 
be estimated with some approach to accuracy, whereas bamboo is 
a new material, and of the two processes of manufacture one (the 
sulphite process) has been worked at J^aibati for less than three 
years and the other (the soda process with fractional digestion) has 
not been worked on a commercial scale at all. It is not yet possible 
to say to what extent the cost of production can be brought down 
or which process is the more economical, and it is therefore difficult 
to calculate whether the industry will eventually be able to dispense 
with protection. 

130. We have estimated in Chapter III that, if a second paper 

. , ..... , machine were added to the Naihati mill, so 

pnper could eventually dis- output to 5,000 tons a year or 

pense with protection. more, the works costs could be brought down 
to about Rs. 360 a ton. If, in fact, this were 
done, the industry would receive all the protection it needed from 
the existing duties, for the mill could meet all overhead charges 
and earn 8 per cent, on a fair capitalisation if the average vselling 
price were Rs. 510 a ton, which is very nearly the price which we 
believe they can realise to-day. If the price of imported paper 
were to increase by 10 per cent---and this might come about in a 
few year’s time with the dwindling of the world’s timber supplies—a 
protective duty of about 8 per cent, would suffice, but an increase 
of about 20 per cent, in the price of imported paper would be neces¬ 
sary before protection became superfluous. For supplying the 
needs of the Indian market mills at Chittagong, Akyab and possibly 
Tavoy would be as well situated as a mill near Calcutta, and a mill 
at Cuttack might have an advantage over all of them, owing to the 
existence of a local supply of coal. What still remains to be proved 
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is whether the works cost could be brought down to, say, Rs. 320^ 
a ton, for in that case a ten per cent, increase in the sterling price* 
of imported paper, or a relapse of the rupee sterling exchange to* 
I 5 . would very nearly remove the need for any special assis¬ 
tance. We are not justified, on the evidence, in saying that a 
reduction in costs to this extent is possible, but it is very far from 
being improbable, and the direction in which economies must be* 
sought is obvious. A reduction of betw'een Rs. 30 and Rs, 40 in the 
cost of chemicals per ton of paper might come about either from 
improvements in the sulphite process or from Mr. Raitt’s method" 
of fractional digestion in the soda process. But much work remains 
to be done before the point can be finally determined. 

131. Onr view regarding the third condition is this. The paper 
Future of the industry ijidnstry, in so far as it is dependent on the 
dependent on the use of use of sahai grass, will never be able to dis- 
bamboo. pense with protection, save in one locality in 

India where the conditions are exceptionally favourable. But if 
the abundant supplies of bamboo are developed, there is a reasonable 
assurance that before long no protection, beyond what the present 
duties give, would be needed, and grounds for hoping that in course* 
of time, as the cost of wood pulp increases, the industry couldl 
dispense with protection altogether. 
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CHAPTER VI. 

The Board’s Conclusions and Recommendations. 

132. The conclusions to which our survey 
Summary of tlie Board’s ©f the evidence has led us may be summarised 
conclusions, as follows : — 

(1) The existing paper mills which use sahai grass do not satisfy 

the conditions laid down by the Fiscal Commission, and 
their needs are therefore irrelevant in considering the 
claim to protection. There is, however, one locality in 
the north of India where the conditions are unusually 
favourable for the manufacture of paper from sahai 
grass for sale in the markets of Upper India, and a 
moderate amount of protection at the outset might 
facilitate the establishment of the industry there. Sub¬ 
ject to this exception the claim to protection depends 
entirely on the possibility of manufacturing paper from 
bamboo. 

(2) It has been proved that paper of excellent quality can be 

made from bamboo, and there is good ground for hoping 
that a Paper industry using bamboo could ultimately 
dispense with protection. But the manufacture of paper 
from bamboo is still at the experimental stage in the 
sense that there is much work to be done before the 
possible reduction in manufacturing costs can be as¬ 
certained, and before it can be determined whether the 
sulphite process or the soda process is likely to be the 
cheaper. 

(3) The world^s supplies of coniferous woods are steadily dimi* 

nishing, while the demand for such woods, whether 
as timber or for pulping, is increasing. As a paper- 
making material wood must become more and more 
expensive, and an increase in the price of paper seems 
inevitable. But it is impossible to forecast the date 
when the price of imported paper will go up substanti¬ 
ally, and it may not take place for several years to 
come. 

(4) It is very desirable that the work already done on bamboo 

should not be wasted, and that further exploratory work 
should be encouraged. The principal points are— 

(a) The manufacture of paper from bamboo by the sulphite 
process should be continued on a scale sufficient to 
ascertain its possibilities. 
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(b) The manufacture of paper or pulp from bamboo by the 
soda process with fractional digestion should be fully 
tested on a commercial scale. 

(5) The matters on which further information is wanted arc : — 

(а) The cost at which bamboo can be delivered at the mill. 

(б) The extent to which the coal consumption can be 

reduced by using only the best coal. 

(o) The extent to which the cost of chemicals per ton of 
pulp and paper can be reduced either in the sulphite 
process or in the soda process with fractional diges¬ 
tion- 

(6) The investigation of the points enumerated in clauses (4) 

and (5) cannot be carried out unless a limited amount 
of fresh capital can be raised by the firms already in the 
field. It is in this direction that State assistance can 
most usefully be given. But it is not desirable that 
measures should be taken which would encourage indis¬ 
criminate investment in new projectwS for paper manu-- 
facdure. A premature development might result in 
heavy loss to investors, or an onerous burden on the 
tax-payer and the consumer of paper for a number of 
years to come. 

(7) It is not advisable that Government should commit itself 

finally to protection for the Paper industry at present. 
Whatever assistance it may be decided to give should 
be for a limited period only, and it should he made clear 
that Government will not consider itself bound to con¬ 
tinue assistance in any form after the period expires. 

(8) The manufacture of pulp and paper from bamboo might 

in time become a very important induvStry in India, and 
the prospe(dvS are good enough to justify the grant oi 
State assistance to the firms who are endeavouring to 
promote its development. But the measures iaken 
should be such as are likely to involve the least cost 
to the tax-payer, and impose the smallest burden on the 
(Consumer of paper, in so far as that may be compatible 
with sec uring the objects in view. 

We have endeavoured to frame our recommendations in accordance 
with the principles outlined above. 

133. It will be seen that we contemplate the grant of State 
^ ^ assistance for a limited period in ordei that 

88 is»a«ceto^^^egivcTi or possibilities of the manufacture of paper 

from bamboo may be fully explored. At the 
end of the period, Government would decide in the light of the 
information obtained, whether the induwstry should be protected 
and, if so, to what extent and by what moans. We do not think 
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that it would be worth while to fix a shorter period than five years 
for this preliminary period of research and investigation. The 
application of the soda process to bamboo, and the reduction of the 
cost of chemicals in the sulphite process may entail several years 
.of work, and the extraction of bamboo on an adequate scale from 
the Kasalong reserve can only be the work of time. Nor can 
the investigations be carried out adequately in any existing mill 
until fresh capital has been raised and new plant installed- Neither 
the coal consumption nor the cost of production can be properly 
ascertained at Naihati until a second paper machine has been 
iadded, the Titaghur and Eaniganj mills could not use bamboo 
-effectively without substantial modifications in their equipment 
-and the Eajahmundry mill is equipped for the manufacture of 
bamboo pulp only and not of bamboo paper. The installation of 
new machinery is apt to be a lengthy business, and a year or eighteen 
mouths might pass before it was brought into production. There¬ 
after a further period of two years would be necessary before the 
full effect in the sulphite process of a larger scale of operation 
became visible, and, vsince tne soda process has not yet been applied 
to bamboo on a commercial scale, decisive results could not be 
expected for at least that time. For these reasons we consider that 
the preliminary period should be fixed at five years. By the end 
of that time it should be possible to ascertain with reasonable cer¬ 
tainty what the cost of making paper from bamboo is likely to be, 
nnd, in addition, it should be much easier to forecast the effect 
•of the diminution of timber supplies on world prices of paper, 

134, We have laid stress on the fact that fresh capital must be 
Iiupossibility of raising Secured by the liidustiy if the possibilities 
fresh capital in the open of bamboo are to be fully investigated. But 
the question at once arises whether, if the 
assistance given by Government is limited to a period of five years 
with no guarantee of its continuance thereafter, there is any chance 
that capital could be raised in the open market. It seems to us 
'extremely improbable that it could. Whether protection were given 
in the form of Customs duties or of bounties, the danger that they 
rniight be withdrawn at the end of five years would be sufificient to 
deter the investor from incurring a very serious risk. Moreover, 
if the duties or bounties were pitched high enough to attract capital 
to the mills already in existence, they would serve equally to 
promote investment in new enterprises. If it did so, the position of 
Government when the five years expired would be exceedingly diffi¬ 
cult, and whatever declarations might have been made at the out¬ 
set, in fact its hands would be tied. It would be committed to 
protection by the consequences of the measures taken, although no 
deliberate decision had been arrived at. For these reasons we con¬ 
sider that the assistance needed should be given primarily by means 
of the advance or guarantee of capital to the firms best equipped 
to cany out the work which has to be done, and that the protection 
given in the form of Customs duties or of subsidies should b' 
limited to the amount which is necessary to maintain in existence 
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a mill wliick is already adequately equipped for the manufacture oi 
paper irom bamboo* I'o lix the scale of duties or subsidies at a 
point high enough to attract capital to the industry would be very 
expensive and would lead straignt to the indiscriminate investment 
which we deprecate. 


135. So far as the sulphite process is concerned, it is obvious 
that the tuller investigations, which we con- 

Pi'oposed loau or guaraii- ^cler necessai v, can best be done in the 
tee 01 capital to the India .v, , . xi i i- t 

i-aperi-uip Couipauy. iNaihati mill 01 the India Paper Pulp Lom- 
pany. That Company has been working 
the process for nearly tmee years and has acquired experience which 
no other firm can possess; it has retained the services as consultant 
of Mi\ Jardme, the inventor of the process as applied to bamboo, 
and it has behind it the firms who hold the patent rights over the 
process. The construction of a new mill with an output of 5,000 
tons of paper would cost about Bs* 40 lakhs, whereas the output 
of the i^aihati mill could be raised to 5,000 tons by an outlay, as 


the Company estimate, of about Bs. 10 lakhs on the ptirchase and 
installation of a second paper machine, and of additional plant for 
pulp production. It is clear that full information as to the possi¬ 
bilities of the sulphite process can be obtained at a much lower cost 
in fvaihati than anywhere else. Our proposal is that the extra 
capital, which the Company require in order to achieve economical 
production, should be provided either by a direct loan from Govern¬ 
ment, or by a Government guarantee, both as to principal and 
interest, of a public issue of debentures. Both plans are equally 
feasible, but of the two alternatives we prefer the second, for if 
a guarantee were given, it might be possible to arrange that the 
debenture holders should have the option at the end of hve year^. of 
exchanging their debentures, or part of them, for ordinary shares 
in the Company, and in this way Indian capital would acquire a 
direct interest in the undertaking. At present the India Paper 
Pulp Company is a private limited Company, but it has always 
been the intention of the promoters to convert it into a public 
Company with rupee capital as soon as they were satisfied that 
final success was assured- The participation of Indian capital in the 
enterprise has been contemplated from the start, and when Govern¬ 


ment come to the rescue of a private Company, it is a reasonable 
stipulation that those who subscribe capital on the strength of the 
Government guarantee should have a share in the profits, if the 
manufacture of paper from bamboo eventually fulfils the expecta¬ 
tions of its promoters. 


136. It is impossible at this stage to elaborate a scheme, and 

Conditions oa which / few important points can be men- 

capittii might be providetl, j tioned. The total amount advanced or 
guaranteed might, we think, be limited to 
Bs. 10 lakhs, and, if the actual cost of the new plant exceeded this 
sum, the promoters of the Company should be responsible for the 
balance. With a Government guarantee it should be possible to 

n 
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rai«e the eapital in the open market at 6 per cent., and the same 
rate of interest might he fixed if it is decided that Goyernment 
should advance the money direct. In either case we recommend 
that for the first two years the payment of interest by the Company 
should be waived, which would mean, under the guarantee system, 
that Government would pay the interest to the debenture holders. 
.The new capital is not likely to be productive until the third year 
and it is undersirable to impose any fresh charge on the Company's 
resources, until that comes about. For the rest. Government (or 
the debenture holders) would in the ordinary course obtain a lien 
on the whole of the Company's fixed assets, and before the loan 
or the guarantee was given, an enquiry would no doubt be made 
as to the value of the assets to be pledged. No special enquiry as 
to the efficiency of the Company's management is in our opinion 
necessary. Their affairs are administered by a very well-known 
Calcutta firm, they can readily obtain through the firm of Thomas 
Nelson and Son such technical advice from Europe as they may 
require, and the manner in which their evidence in our enquiry 
was prepared speaks well for the thoroughness and competence of 
those responsible. 

137. It is quite as important in the interests of the industry 
Possibility of testing the that the soda process (with fractional diges- 
soda process at Rajah- iioii) ill its application to bamboo should be 
mundiy. fully testpd on a commercial scale as that 

further work should be done on the sulphite process, but unfor¬ 
tunately it is not possible to make equally definite recommendations. 
The Carnatic I^aper Mills, Limited, propose to make bamboo pulp 
(and eventually paper) by the soda process in their new mill at 
Rajahmundry and their estimated annual output is about 3,000 
tons of bamboo pulp in addition to about 1,500 tons of paper made 
from straw. The whole of the capital required to complete the 
mill was not forthcoming in the open market, but ultimately the 
intervention of the Government of Madras removed this difficulty, 
in January 1925 the Company wrote— 

It must certainly be of interest to the Tariff Board to learn 
that this Company is assured of substantial financial help from 
the Government of Madras in the form of a loan of rupees six 
lakhs. This will enable us to complete and start up our mill very 
shortly. Also we anticipate that the attitude of the Government 
indicates that our application for concessions of bamboo will be 
granted, and that further calls on the investing public to provide 
for an extension of our paper-making plant will be readily 
responded to." 

It appears from the Company's answers to our questionnaire that 
only one paper machine has been purchased and that their primary 
object is to make paper from straw and pulp from bamboo, and we 
infer that the loan to be given by the Madras Government will 
suffice only for this part of their programme and not for the 
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manufacture of bamboo paper. If that be so, the soda process 
could be tested at Kajahinundry, for the conversion of the pulp into 
paper is carried out by identical methods, whatever the process by 
which the pulp has been made. But there is one indispensable 
•condition to be satisfied, namely, that the Company should be 
.able to sell their bamboo pulp when they have made it. With 
imported pulp at its present price and the exchange at biZ., they 
would have to land bamboo pulp at Calcutta or Poona at about 
Rs. 210 a ton in order to compete^ and since they would have to 
pay railway freight for over 600 miles in either case, the price 
realised at the mill could hardly be more than Rs* 180 a ton. We 
have no reason for thinking that pioduction at this piice could be 
•carried on except at a heavy loss. 

138. If then, for want of a market, the profitable nuinufao 
Possibilityof manufac- ture of bamboo pulp is impossible at 

turing bamboo paper at Rajahmuiidry, the only chance of testing the 
.Bajahmundry. process there wolild be to provide the 

additional capital necessary in order that the Company themselves 
might manufacture bamboo paper. But before a definite recom¬ 
mendation could be made there are several points to be cleared up. 
It would obviously be necessary to ascertain whether, in view of the 
first mortgage, which the Madras Gf-ovemment presumably hold on 
the Company’s fixed assets, any further advance or guarantee of 
capital could be justified, whether the plant already purchased was 
.suitable for its purpose, and whether the technical management of 
the Company was likely to be efficient. These are matters which 
call for a special enquiry by persons with expert knowledge. In 
addition, the Company would have to show, which it has not yet 
done, that in the essential points the conditions at Rajahmuudry 
are favourable to the cheap production of bamboo paper. 

139. The two points which require further investigation are the 

probaWe cost of bamboo delivered at the mill 
ing*cost of'' bamboo and of and the probable cost of power and fuel. The 
power and fuel at Bajah- Company have given no estimate of the cost 
mundry. of bamboo, but they state that the royalty pay¬ 

able on bamboo taken from the Grovernment forests is Rs. 14-8-0 a ton, 
and in private forests from Rs. 10 to Rs. 20. If the average royalty 
be taken as Rs. 15 a ton, it means an extra charge of nearly Rs. 36 
per ton of paper, and bamboo on which this rate of royalty had been 
paid could never be cheap. Moreover, if such substantial royalties 
are obtainable, there must be a considerable local demand for 
bamboo for other purposes, and it is far from being a waste material. 
Finally, it appears that the bamboo must be dragged or carted for 
distances varying from 5 to 15 miles before reaching the river bank, 
nnd this may add considerably to the cost of transport. The question 
■of fuel is equally important." The Company state that they propose 
to use both wood and coal, but will depend mainly iipoji wood. 
They have given no figure for the cost of coal at Rajahmundry, but 
Bengal coal at a distance of 700 miles from the coalfields must be 
very expensive. Wood fuel, it is said, has been purchased for 
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Es. 8-8-0 a ton delivered at the mill site, and the estimate of fuel 
consumption per ton of paper is as follows: — 


Fuel consumption per ton of paper. 



1 

Coal. 

Wood. 


Tons. 

Tons. 

Bamboo to pulp. 

2 

5 

Pulp to paper. 

\ 

H 

Total 

11 

n 


According to this estimate the cost of fuel per ton of paper (if 
only wood is used) would be Es. 64, and if coal were used the cost 
would presumably be greater. It may be possible to make a ton 
of paper by burning o tons of coal, provided only the very best 
Bengal coal is used, though it has never yet been done in India,, 
but it seems to us doubtful whether ton>s of wood could give the* 
■same results as 1 ton of SiBpur coal. Moreover firewood at 
Es. 8-8-0 a ton is not cheap, and, as the mill would need aboiit 
35,000 tons of firewood annually, there is a serious risk that the 
price would go up. Both points require close investigation in order 
to determine whether, when the cost of bamboo and the cost of 
fuel are taken into account, the conditions are sufficiently favour¬ 
able to justify assistance by Government. It is usually possible 
to select a site where either the fuel or the raw material is cheap, 
but it would serve no purpose to support a scheme if both were 
likely to be expensive. 

140. If the results of the enquiry we have suggested are satis- 
Difiiculty of testing the factory, it would be reasonable, we think, that 
soda process commerci- the Carnatic Paper Mills, Limited, should 
ally elsewhere than at receive either a loan or a Government gua- 
Rajahmundry. rantee of the extra capital required for the- 

inanufacture of bamboo paper at Eajahmundry. What the amount 
necessary would be we are unable to say, but the assistance given 
should he limited to Es. 10 lakhs as a maximum as in the case of 
the India Paper Pulp Company. If, on the other hand, an un¬ 
favourable verdict is returned and the grant of assistance to tho 
Eajahmundry mill is held to be undesirable, it is difficult to see 
how the soda process, as applied to bamboo, can be tested on a com¬ 
mercial scale in the near future. Possibly with Government assist¬ 
ance, capital might he forthcoming for the construction of a pulp 
or paper mill at Cuttack where the conditions are unusually favour¬ 
able, or possibly part of the pulp plant at Eaniganj or Titaghur 
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might be adapted for the mantifacture of pulp from bamboo. But 
the latter expedient would not be altogether satisfactory. In a mill 
using both grass and bamboo it would not be easy to ascertain the 
•cost of bamboo pulp with accuracy, and the cost of bamboo paper 
made in these mills would be higher than in an up4o-date mill. The 
•consumption of chemicals and the quality of the pulp made can be 
tested in the experimental plant at Behra Dun, but not the coal 
•consumption or cost of production. If it proves impossible to arrange 
for testing the soda process on a commercial scale, it will be un¬ 
fortunate, for at the end of five years some of the materials necessary 
for a final decision will still he wanting. 

141. We turn now to the question what additional assistance, if 
Average price which the mills making paper from bamboo 

manufacturer of bamboo will require, after capital has been provided 
paper should realise. to enable them to manufacture on an adequate 

^scale. In this matter we are dependent entirely on the cost figures 
of the India Paper Pulp Company, for the Carnatic Paper Mills have 
not yet commenced production. The Naihati mill is a one-machine 
mill with an output of 2,500 tons a year, and admittedly the costs are 
higher than they would be if the mill were completed according to 
the original design. In these circumstances all that the manu¬ 
facturer can fairly ask is that he should be protected against actual 
loss so long as the output is restricted, and should look for profits 
entirely to the economies resulting from a higher output. The 
present scale of working is admittedly uneconomic, and while this 
;state of affairs continues the promoters are not entitled to expect 
that profits should be provided for them at the public expense. 
The overhead charges which any manufacturer whose mill was 
erected after the war must incur were ascertained in Chapter III 
(paragraph 82) and they are compared in the table below with the 
higher charges which the India Paper Pulp Company has to carry 
at present. 


Overhead charges per ton of paper. 



As ascertained 
in Chapter 

ill. 

As thev are at 
Zs'aihati while 
the output is 
only 2,600 
tons a year. 



Re. 

Ss. 

Head office expenees and Agent's remuneration 

15 

20 

Interest on working capital . 

. 

20 

25 

Depreciation 

. 

50 

77 


Total 

85 1 

122 


B 2 
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The Head office and agency expenses are necessarily higher with 
a low output, and Hs. 20 a ton is, we think, a reasonable figure. 
The interest on working capital we have taken at Es. 25 a ton as 
against Rs. 28 claimed by the Company, whose estimate of the work¬ 
ing capital required (Es. 10 lakhs) is, we think, too high. The figure 
taken for depreciation (Es. 77) is in accordance with the Company's 
estimate and has been calculated not on the fixed capital expenditure 
actually incurred (Rs, 47 lakhs), but on the estimated replacement 
cost of the buildings and machinery, Rs. 31 lakhs approximately. 
The difference is accounted for partly by the sums spent on ex¬ 
perimental work, and partly by the high prices which prevailed when 
the machinery was purchased, and the whole of the excess is treated 
as if it had already been written off. If the overhead charges 
estimated above (Rs. 122) are added to the lowest works costs yet 
attained (Rs, 442) it will be seen that the Company must realise 
about Rs, 564 a ton for the paper sold if they are to meet all 
charges and provide fully for depreciation. 


Prospects of the India 
Paper Pulp Company if 
average price realised 
were Rs. 560 a ton. 


142. It is necessary to consider w^hat the 
prospects of the India Paper Pulp Company 
would be on the assumption that— 


(1) it had raised or been provided wutli the additional capital 

required to double its output, and 

(2) it could sell its whole output at an average net price of 

Rs. 560 a ton ( — 4 annas a lb,). 

During the first two years it is not likely that either the works costs 
or the overhead charges could be reduced. The new plant might 
begin to operate after eighteen months, but any increase in the output 
during the second half of the second year would be off-set by the de¬ 
preciation charges on the new plant and the dislocation of work which 
its erection wmuld entail. An output of over 4,000 tons in the third 
year and of 5,000 tons in the fourth year might reasonably be expect¬ 
ed. In that case a fair estimate of the overhead charges would* be 
Rs. 100 a ton in the third year, leaving a balance of Rs. 20 a ton as 
the return on capital, and Es. 85 in the fouidh year, leaving a balance 
of Rs. 35. The interest on the additional capital would absorb 
Rs. 15 per ton in the third year and Rs. 12 per ton in the fourth, 
and it is clear, therefore, that for its own profits the Company must 
look almost entirely to the reduction in the works costs. Even if the 
Company's movst sanguine hopes are fulfilled, they could not, over 
the wffioie perjud, earn any exorbitant profit. If, for example, the 
works costs weie Rs. 400 a ton in the third year, and Rs. 360 a ton 
in the fourth and fifth, the Company wmiild realise about Rs. 250 
j)er ton as profit in these three years after meeting all charges, 
providing fully for depreciation and paying the interest on the addi¬ 
tional capital. For the whole five years the profits would be Rs. 50 
a ton on the average, and the return w’-ould be a little less than 
8 per cent, on Rs. 31 lakhs, which is the replacement cost of the 
existing buildings and plant. We do not anticipate that the works 
costs will decline so rapidly and we believe that the profits will he 
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very much less But if in fact the Company were able to cut down 
expenses to the extent indicated, it could only be achieved by intense 
effort, rigid economy and thoroughly efficient management, and the 
resulting profits would be well earned. 

143. The two aspects of our proposals may be summed up in this 
Additional Capital and ^^7- order that the manufacture of 

higher average selling bamboo paper may be kept alive during the 
price both necessary. next five years and its possibilities thorotighly 

explored, two things are necessary, mz. : — 

The raising of additional capital not exceeding Rs. 20 lakhs 
in all. 

{})) An average net price for white printing and writing paper 
of about Rs. 560 a ton at the mill. 


Neither of these remedies will suffice without the other. If the 
mills were assured of an average price of Rs. 560 a ton for five years, 
it would still be impossible to raise the extra capital at any reason¬ 
able rate of interest, both because of the risk that protection might 
he withdrawn at the end of the period and because the reduction in 
the works costs is problematic. Conversely, if the fresh capital w^ere 
provided and no further assistance given, the mills would realise 
nearly Rs. 50 a ton less on the average for the paper sold— 
Rs. 513 a ton instead of Rs.560—and the profits of the last three 
years, even if all went well, wwild do little more than cover the 
losses during the first tw’^o. If, a>s, we think is probable, the re¬ 
duction in works costs came about gradually rather than suddenly, 
there might be an actual loss on the five years’ working. If assist¬ 
ance is to be given at all, we do not think that anything short of 
what we propose will suffice. There is, of course, the alternative 
of an immediate and final decision in favour of protection, but that 
course we are unable to recommend for the reasons already given. 
If capital is advanced or guaranteed, the liability which Govern¬ 
ment undertakes is definite and ascertained, whereas if Government 
were to commit itself to protection, the liability would be quite 
indefinite and might continue for many years to come. 


144. If the future of the Paper industry depends entirely on 
the use of bamboo, and sahai grass is likely to 

pa^nofreTomrended. “ore into the background, the 

assistance required might naturally be given 
in a form which would encourage the use of the cheaper and more 
abundant material. Bamboo paper can he sold at present at an ave¬ 
rage net price of Rs. 513 a ton, and, if Rs. 560 a ton or a little more is 
the price which is considered fair and reasonable, the payment of a 
bounty of Rs. 50 on every ton of paper manufactured from bamboo, 
wmuld secure the desired result. It was in this direction that we 
were at first inclined to look for a workable scheme, but on examin¬ 
ing the question more closely we found that the objections were 
serious, and in the end we were satisfied that a different course 
was preferable. What these objections are it is necessary to ex¬ 
plain. 
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145, Had we been able to report to the Government of India 
First objection to that the case for according protection to 

bounties on bamboo bamboo paper was complete and that a final 
decision could now be taken, bounties on the 
production of paper from bamboo might well find a place in the 
scheme. But discriminating bounties of this kind are far more 
difiicult to justify during a period of experiment and investigation, 
when the main question is still open and Government are uncom¬ 
mitted, To subsidise one branch of the Paper industry, leaving 
the other branch to look after itself, is a measure which needs 
special justification. We have not hesitated to express our view 
that bamboo is the better material and that sabai grass is likely 
to be worsted in the struggle, but that is hardly a sufficient ground 
for proposing measTires which might directly injiire the grass mills 
and expedite their disappearance. If bounties were given on paper 
made from bamboo, it might pay the India Paper Pulp Company, 
as soon as the second paper machine was installed, to cut prices in 
order to sell their output, and in that case the bounty on bamboo 
paper would operate prejudicially to the interests of the grass mills. 
Moreover, the case against sabai grass is not complete, for there 
is one locality where a grass mill could produce paper cheaply 
and command an important market. It would be unfair to the 
Punjab Paper Mills Company to grant a State subsidy to one of its 
competitors, when paper can be probably made as cheaply from 
sabai grass at Saharanpur as it can from bamboo at Cuttack, In 
these circumstances we think th*at the two materials must be treated 
alike* and left to fight their battles on an equal footing. 

146. The second objection is of a more practical kind. Since 

the object of the bounty must be to encour- 
bounti^ron bamboo,' it would be payable 

only in proportion to the quantity of 
bamboo the paper actually contained. In the case of paper made 
entirely of bamboo no difficulty arises, and a ton of paper can 
be treated as equivalent to a ton of pulp. If the paper contains 
an admixture of wood pulp, the case is not so simple, but it would 
not be difficult to devise a formula which would adjust the pay¬ 
ments according to the proportion of bamboo, for the mills import 
wood pulp direct, and the quantities imported could be checked 
in the Custom House, But, if bamboo and grass were used in 
combination, very serious difficulties would present themselves* 
Clearly the bounty must be payable to any manufacturer who 
satisfies certain conditions, and the possibility cannot be excluded 
that, in order to earn the bounty, the grass mills might adapt 
part of their machinery and manufacture bamboo pulp for use 
along with grass, either in lieu of, or in addition to, imported 
Wood pulp. We consulted the manufacturers on this point when 
the oral evidence was taken, but none of them was able to suggest 
any practical means by which the proportion of bamboo pulp in 

*This does not apply to the provision of additional capital, which is pro¬ 
posed in order that the possibilities of a new material may be fully explored. 
Sahai grass is not a new material. 
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paper produced in vsuch circjumstances could be ascertained with¬ 
out very elaborate administrative precautions, and our own con¬ 
sideration of the question has not led us to any solution of the 
problem. It may be suggested that the bounty might be made 
payable on the prodiudioii of bamboo pulp and not of paper, but 
in a mill which manufactures pulp only for its own use and not 
for sale, the output of pulp cannot be ascertained with any exact* 
ness and <*an only be estimated approximately. 

147. For the reasons given in paragraphs 145 and 14G, we are 

Additional assistance re- enable to recommend the payment of boun- 
quired should be given by ties Oil the production of bainboo paper or 
inereuso of the ( uatoma pulp, and we are compelled to fall back on 
the alternative method of an increase in 
the duties on imported paper. We were reluctant to arrive at 
this conclusion for we recognise how strong the objections are to 
high duties on paper, which, in a country like India, can hardly 
fail to operate as a tax on knowledge and an impediment to the 
spread of education. About thcvse objections there is something 
to be said, but before we deal with them it is desirable that we 
should explain exactly what our proposals are. 


148. In the Trade Eeturns the imports of paper are classified 
under six"^ main heads—‘ newsprint,^ 

Exclusion of ^Trapping ‘printing/ ‘writing/ ‘packing and 

dut^-! eproecue ^vrapping,’ ‘old newspapers^ and ‘other 

sorts.^ Fracti(?ally all the paper made in 
India belongs to one or other of the first three classes, and the 
only exception of any importance is blotting paper, which would 
presumably be classed as ‘ other sorts ’ in the Customs. If pro¬ 
tection is given at all, it must clearly extend (with certain excep¬ 
tions) to printing and writing papers, and it is equally clear that 
‘ newsprint," ‘ old newspapers " and ‘ other sorts,’ with the excep¬ 
tion possibly of blotting paper,t should be excluded. But the 
question to what extent, if at all, packing and wrapping papers 
should become subject to the protective duties requires further 
consideration. Of the imported wrapping papers the Nature 
Browns and the Machiiio-glazed Pressings enter India at prices far 
below the level at which any^ paper made from Indian materials 
can compete, and it is chiefly Manilla and Kraft papers which 
have to be considered. In our view the proposal to bring these 

S pers within the scope of the protective duties breaks down. 

e brown paper made at Titaghur and Eaniganj may contain 
a proportion of sahai grass, but consists largely of cheaper 
materials such as jute and hemp waste, and it has not been shown 
(indeed it is not specifically claimed) that India has any natural 
advantage as regards these materials. An even more decisive 


•Paper manufactures articles made out of paper) and cardboard^ 

millboard, etc., are outside the scope of this enquiry (see paragraph 21). 
tSee Appendix VII. 

XThc Carnatic Paper Mills, Limited,, propose to make a machine-glazed 
wrapping paper from straw at Rajahmundry, but it is impossible to say at 
present what the cost or the quality of this paper will be. 
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objection in that a protective duty ,on Kraft and Manilla papers 
would do little or nothing to facilitate the production of paper 
from bamboo, A certain quantity of wrapping paper has been 
made at Naihati from this material, but the India Paper Pulp 
Company are now concentrating on the production of white 
printing and writing papers, and the production of wrapping 
paper (except to meet the Company's own requirements) is negli¬ 
gible. It has not yet been established that a satisfactory wrap- 
X>ing paper can be made cheaply from bamboo, and indeed the 
quality of all the wrapping papers made in India leaves a good 
deal to be desired. It is the Kraft paper, made from sulphite 
wood pulp, which is vsteadily strengthening its hold on the Indian 
market, and we are not satisfied that the Indian mills can pro¬ 
duce an equally good article. For these reasons we propose to 
exclude all packing and wrapping papers from the scope of the 
protective duties. 

149. The protective duties we recommend will extend only to 
Protective -ioties appii- printing and writing papers, a description 

cable to all printing and which COVers nearly 90 per cent, of the out- 
writing papers witii sped- pi^^t of the grass mills and almost the whole 
bed exceptions. Output of the Kaihati mill. Here 

a question of method arises whether the duties should apply 
generally with specified exceptions, or only to certain kinds of 
paper specially named in the Tariff Schedule, Our review of the 
conditions prevailing in the Indian paper market leads us to pre¬ 
fer the former alternative. There are two classes of paper which 
it is desirable to exclude: — 

(1) Special papers which are not made in India, do not com¬ 

pete with Indian paper, and can be readily identified 
for Customs purposes. 

(2) Expensive papers of high quality which the Indian mills 

cannot manufacture profitably. 

The former class can he specifically named in the Schedule,* and 
the latter can be dealt with by a comparatively simple expedient. 
But if the alternative plan is adopted, and the attempt made 
to specify those kinds of paper on which the duties should be 
placed, it is impossible to be sure that the enumeration is exhaus¬ 
tive. It was explained in Chapter II that each Indian paper is 
in competition not with one kind of imported paper but with 
several, and this obviously creates a difficulty. For these reasons 
we have found it necessary to make the protective duties generally 
applicable to printing and writing papers and to specify the ex¬ 
ceptions which are not very numerous. 

150. The claim that a protective duty should be imposed on 

„ . . . ^ ^ newsprint ^ was withdrawn ' bv the mills 

frot“hepro“fctirdnttL explained in Chapter II,_ and we dis, 
cussed with the representatives of import¬ 
ant newspapers, with the manufacturers and with the Controller 
of Printing, Stationery and Stamps the question how ' newsprint ’ 
should be defined for tariff purposes. The information given by 
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the newvspapers shows that the ‘ newsprint ’ commonly imported con¬ 
tains abont 70 per cent, of mechanical wood pulp, and if paper 
containing this percentage remains subject to the existing duty 
the newvspapers will not be prejudiced. We enquired from 
Controller whether, by chemical or other tests, the proportion of 
mechanical pulp contained in a given sample of paper could be 
ascertained accurately, and he said he was doubtful whether it 
could be done. We think it should be possible, however, to deter¬ 
mine the proportion with an error not exceeding 5 per cent., and 
if the tests at present used in the Controller’s office are insuffi¬ 
cient, more exact methods of estimating may be knowm in other 
countiie>s. Our proposal is that all papers cohtaining not less 
than 65 per cent, of mechanical wood pulp should remain subject 
to the present rates of duty on,' newsprint It would probably he 
desirable that importers of ^ newsprint ’ should obtain from the 
manufacturers, and submit to the Customs authorities, certificates 
showing the percentage of mechanical pulp, and if that: were done 
it would usually be unnecessary to have the paper tested, unless 
the Customs authorities had special reavsons for suspecting that the 
percentage was below the limit fixed. 

151. The present duties on the great bulk of the printing and 
ProposedTiTiifoi*tn specific writing paper imported are fixed at 15 per 
dnty on :)rinting and writ- cent, on tariff valuations which are revised 
ing papers. annually. The present valuations and duties 

are as follows: — 



Tariff Valuation. 

Duty. 


Per 

lb. 


Per 

ton. 


Per lb. 

i 

Per 

ton. 



Rs. 

A. 

p. 

Rt. 

A. 

p. 

Rs. 

A. 

p. 

Hs. 

A. 

p. 

Printing paper. 













Refti Art .... 

0 

6 

e 

910 

0 

0 

0 

0 

11-7 

186 

8 

0 

ImitatioTi Art, Machine Finish, 

0 

4 

0 

560 

0 

0 

0 

0 

7-2 

84 

0 

0 

etc.* 













Writing pap&r. 













Bond or Bank 

0 

6 

6 

910 

0 


0 

0 

11-7 

136 

8 

0 

Cream-laid .... 

0 

4 

6 

630 

0 

0 

0 

0 

8-1 

94 

8 

a 

Mechanical cream-laid 

0 

4 

0 

560 

0 

1 

0 

0 

7*2 

84 

0 

0 


*The complete list of papers included under this item is as follows: —^Imi¬ 
tation Art, Machine Finish, Super-calendered, Ivory Finish, Antique, Stereo, 
Litho, Poster, Cartridge (other than drawing or photographic cartridge), and 
cover paper. 

The Real Art and Bond and Bank papers valued at Bs. 910 a 
ton are only a small fraction of the imports, and as they do not 
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compete with papers made in India, the duty should, if possible, 
be left unchanged- The great bulk of the imported printing and 
writing papers are subject to duties of Es, 84 and Rs* 94-8-0 a 
ton, respectively. Our proposal is that with certain specified ex¬ 
ceptions a uniform specific duty of Rs, 140 a ton (1 anna a lb.) 
should be impOvsed on all printing and writing papers. In the 
result the duty on all paper which is taxed ad valorem will, if its 
value exceeds Rs. 933 a ton (6 annas 8 pies a lb.) be less than 
15 per cent., and, in so far as the cost of expensive paper is 
reduced, the additional burden imposed on tbe printing industry 
will be lightened. The duty on Art paper and Bank and Bond 
paper will be alniost exactly what it is at present. On the com¬ 
moner kinds of printing paper the average valuation of which is 
Rs. 560 a ton (4 annas a lb.), the specific duty will be equivalent 
to 25 per cent, ad valorem^ and on cream-laid writing paper about 
22 per cent. Oh the cheapest wood-free printing papers the duty 
will be about 35 per cent, on the c.iJ. price and will be higher 
on the partly mechanical papers. The percentage ad valor e/m of 
the uniform specific duty obviously varies inversely with the value 
of the paper, and the conditions of the Indian paper market are 
such that this is the natural result of any protective scheme. It 
is the competition of the cheapest papers which is most severely 
felt by the Indian mills and they are the hardest hit by tbe duty; 
as the value increases the burden grows less, and the expensive 
papers, which cannot be made in India, are excluded altogether. 
Our detailed proposals have been embodied in a draft of the revised 
Tariff schedule relating to paper which will be found in Appendix 

VII. 

152, In determining what printing or writing papers should 
be specifically recommended for exclusion 
Principles regnlating the f protective tariff we have been 

irommpLZtWeUm!'" guided by several considerations. It is not 
enough that the paper is not made in India, 
or even that it cannot be made in India. The vital points are 
that it does not compete with Indian paper at present, that, if 
excluded from the protective tariff and so made relatively cheap, 
it is not likely to compete, and that it should be possible to define 
it in such a manner that it can be readily identified for Customs 
purposes. The various exclusions suggested in the evidence are 
discussed in a Note appended to the schedule in Appendix VII, 
and it is not necessary to do more than give one or two examples 
here. The exclusion of super-calendered paper was strongly urged 
by the Manager of the Times of India on the ground that it 

was not made in India, It is in fact made by one mill (not from 

bamboo), but the important point is that, if it remained subject 
to the present rate of duty, it would be more largely used instead 
of other papers and would thus affect the sale of Indian paper. 
For this reason it must be brought within the protective scheme. 
The exclusion of ^ litho ’ paper was advocated by lithographic 
printers in Bombay, but here the difficulty is of another kind. 
Many varieties of paper are used by lithographers, and the quali-^ 
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ties wLicli are most important are a highly glazed surface and a 
paper that will not stretch. Some varieties have well-under¬ 
stood trade names and can be readily identified Chrome and 

Flint papers), but others do not differ greatly from the paper used 
by printers, and in fact the Titaghur mills supply paper to litho¬ 
graphers in Bengal. As a description the term ' litho ’ paper is 
too vague and would lead to disputes, and it is clearly impossible 
to adopt the non-stretchability of the paper as a criterion. We 
have not found it possible to exclude ^ litho ^ paper. 

153. The effect of the proposed duty will be to increase the 
Average price likely to t^ost of the imported printing paper, which 

be realised for bamboo competes with Indian paper by Its. 56 a 
ton, and of imported writing paper hv 
Bs. 45. It is to be noted, however, that during 1924, the duty 
on the conimoner sorts of printing paper was Rs. 89 a ton, an& 
in considering the average price which the Indian mills were 
likely to realise we did not take into account the reduction of the 
duty to Rs. 84 a ton in January 1925. The India Paper Pulp 
Company, we thought, should be able to realise an average price of 
Rs. 513 a ton with the old rates of duty, and is not likely to 
realise more than Rs. 560 a ton (4 annas a*^ lb.) with the new rate. 
This is the price which, in our view, the manufacturer of bamboo'^ 
paper ought to receive if he is to hold his own during the next 
five years. We have not thought it advisable to propose different 
rates of duty on printing paper and writing paper, for there is 
not much difference in the prices of those kinds, which are the 
chief competitors of Indian paper, and, if the attempt were made 
to discriminate, it might sometimes be difficult for the Customs 
authorities to decide whether a particular consignment should be 
classed as " printing ’ or as ‘ writing.’ 

154. Our estimate of the amount of protection necessary is 
Average prices likely to based entirely on the cost figures of the 

be realised by the grass India Paper Pulp Company, and the aver- 
age price of Rs. 560 a ton was arrived ai 
without taking into account the needs of the grass mills. It is 
desirable, however, that we should state briefly how they are likely 
to be affected if the duty on imported printing and writing papers 
ivS raised to Rs. 140 a ton. The average price, which we estimated 
that the Titaghur Mills were likely to realise with the present 
duties, was Rs. 502 a ton, but in order to sell their full output they 
would he compelled to drop prices still further. The average 
price likely to he realised by the Bengal Mill at Raniganj we took 
to he Rs. 478, owing to the higher proportion of brown and 
badami ’’ paper in their output. The cost of production also 
ought to be less than at Titaghur, given equal efficiency in both 
mills, though whether this would in fact be the case is open to 
doubt. About 10 per cent, of the Titaghur production would pro¬ 
bably be unaffected by the new duties, and if allowance is made 
for this, the average price likely to be realised is Rs. 545 a ton, 
leaving a balance of Rs. 55 a ton over the works costs taken at 
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Rs. 490 d ton. This margin might, however, be increased to 
some extent if, by dropping the average selling price to Rs. 520, 
the full output could be sold, for in that case the works costs might 
be expected to drop to about Rs. 460, leaving a balance of Rs. 60 
a ton. This, we think, is a fair estimate of the benefit the grass 
mills may derive from the new duties. 

155. We estimated that Rs. 35 a ton was sufficient to cover 
Probable lesnlts of the fk® Head office and agency expenses and the 
protective duties to the interest on working capital, and if this sum 
grass mills. deducted from Rs. 60, the amount avail¬ 

able for deprefdatioii is Rs. 25 a ton, or exactly half the allow¬ 
ance necessary for a mill erected since the war. The actual 
requirements of the existing mills naturally vary according to 
their circumstances. The Bengal Company calculate that about 
Rs. 21 a ton would suffice to meet interest on working capital 
and Head office expenses, leaving a balance of Rs. 39 a ton, to 
cover depreciation and profits. The interest charges payable by 
this Company are low, as it is able to provide part of its working 
capital from its own resources. What the Head office and agency 
expenses of the Titaghur Company amount to has never been 
made plain, but for interest charges they require about Rs. 27 
a ton, which must apparently cover not only the working capital 
proper, but the amounts borrowed to meet the accumulated losses 
of the last two or three years.* Depreciation is taken by the Com¬ 
pany at the very low figure of Rs. 17 a ton. The margin of 
Rs. 60 a ton over works costs may suffice to cover the overhead 
charges of both Companies, hut there can he no profits unless the 
provision for depreciation is rigidly restricted. In one sense there 
is no objection to such restriction, for the block accounts have 
been heavily written down and stand at very moderate figures. 
But the result would be that the mills, with an equipment grow¬ 
ing more and more obsolete, would find increasing difficulty ea(ffi 
year in meeting the competition of up-to-date mills either in 
Europe or in India. A surplus of Rs. 60 over works costs 
would not, in any real sense, leave them a margin of profit. 

156- It was no part of our object to adjust the scheme of 
Some or all of the P^’oteotion SO 4s to permit the grass mills to 
“grass’* mills likely to survive, and their disappearance would not 
fiarvive for the next ave ultimately endanger any important national 
. interest. What the actual course of events 
may be it is difficult to forecast. It is possible, especially if the 
reconstruction scheme contemplated by the Directors of the Titaghur 
Company is approved, that the three mills in Bengal which use 
grass may still be working at the end of five years. It is not likely 
in any ease that all will go under, for the closing down of one 
four-machine mill would make it much easier for the others to sell 
their output. We do not believe that in the long run the grass 
mills can hold their own in competition with bamboo paper, except 
in Upper India. But if they remain in existence until the time 
comes when the intensive development of the bamboo Paper and 
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P\ilp industries is likely to be profitable, one advantage at any rate 
will be secured, Tbe immediate shutting down of the mills would 
mean the dispersal of the workmen, who have been trained during 
the last forty years, and the bamboo mills would have to train their 
workmen from the start. 

157. We have deprecated indiscriminate investment in new 
Protective duties not paper-making enterprises at present, and the 

likely to encourage new question may be asked whether the increase 
enterprises. of the duties to Rs. 140 a ton may not have 

that result. We do not regard this as at all probable for the pro¬ 
tection we have proposed falls greatly short of the amount required to 
make paper-making in India profitable under present conditions. 
It is possible, however, that the duties may facilitate the raising of 
capital by the Punjab Paper Mills Company for their projected 
mill near Saharanpur, and also perhaps by others for the manufac¬ 
ture of bamboo pulp near Cuttack. If this came about, there 
would be no cause for regret, for the natural conditions are appar¬ 
ently more favourable to cheap production in these two places than 
anywhere else is India. 

158. The total quantities of paper, the price of which is likely 
The burden on the con- to be increased by the new duties, cannot in 

sumor. any case exceed 47,000 tons. The imports of 

printing and writing paper into India amounted to 20,000 tons 
in 1924-25 and the Indian production of paper of all kinds was 
certainly less than 27,000 tons. ‘A deduction of 10 per cent, from 
the imports would probably cover the printing and writing papers 
specifically excluded and the expensive papers not affected seriously, 
or not at all, by the higher duty. The Indian production includes 
packing paper and some other miscellaneous items on which the 
duty will be unchanged, and at least 3,000 tons must be deducted 
on this acconnt. The net quantity of paper of which the price 
will be raised is therefore 42,000 tons of which 18,000 tons is 
imported and 24,000 tons made in India. This is, we think, a 
maximum estimate, and since the increase in the duty cannot he 
more than Rs. 50 a ton on the average, the extra price paid by the 
consntner cannot exceed Rs. 21 lakhs a year. There are, however, 
reasons for believing that the burden will be very much less. This 
would be the ease if the mills adopted the policy of lowering prices 
to sell their output. A decrease of Rs. 25 a ton in the price might 
result in a reduction of the imports by 4,000 tons, with a corres¬ 
ponding increase in the Indian production. In that case the con¬ 
sumer would pay only Rs. 25 a ton extra on 28,000 tons, and the 
burden imposed by the protective duties would drop from Rs. 21 
lakhs to Rs. 14 lakhs. Our belief is that the increase in the cost 
of paper to the Indian consumer would certainly he less—and 
probably a good deal less—^than Rs. 20 lakhs a year. 

159. Any increase in the cost of paper inevitably makes books 
A.ddiUonal duties bring more expensive and so impedes the spread of 

prices back to the U. U. knowledge and the progress of education, and 
level. an extra payment of between Rs. 15 laklis 
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and Ks* 20 lakhs a year is not negligible, even though the burden 
is ultimately borne by a large nmuber of persons. We should 
have been glad if it had been possible to make recommendations 
which left paper as cheap as it was before, but, for reasons alrcadj'' 
explained (paragraphs 145 and 146), we are unable to do so. It may 
be worth while, however, to make it clear exactly what the position 
will be if our proposals are accepted. Even if the whole cost of 
the extra duty is pavssed on to the consumer, he will pay no more* 
on the average for the cheaper writing and printing papers than 
he would have paid if the rupee sterling exchange had remained 
at 1.-?. 4//. and the duties had been left unchanged. This point can 
best be illustrated by a concrete instance. The c.i.f. price of 
super-calendered paper was quoted to us as £^2 a ton, equivalent 
to Its. 480 with the exchange at I5. 4fZ., and the duty-paid* 
cost^is Rs. 569 a ton. With the exchange at I5. 6^7. the c i.f. 
price drops to Rs. 427 a ton, and the addition of the duty of 
Rs. 140 raises the landed cost to Rs. 567 a ton. The rise in the 
exchange maj^ have kept the rupee prices of many articles stable 
when the general trend of world prices was upwards. But this is 
emphatically not true of paper, for the rise in the exchange has 
caused a fall in prices which puts the Indian mills in a very perilous 
position. If the Is. 4(L rate had continued, it is probable that a 
very small increase in the duty of about Rs. 15t a ton would have 
sufficed, 

160. It was urged by the represWtatives of the Printing industry,. 

who gave evidence, that that industry would 
Higher dntiM not likely scvcrcdy if (he cost of paper were 

indn7ti^3^ ^ raised, and that there was a grave danger 

that work at present done in India, especialljr 
the printing of advertising catalogues and similar publications, 
would go out of the (!Oiiiiiry. We think these apprehensions are 
exaggerated. We made repeated enquiries, but no witness could 
bring to notice a ease in which an order or contract had been los't 
owing to the competition of foreign printers, and if the danger 
point were near we should have expected that many such cases 
would have been reported. On the other hand, there Is evidence 
which indicates that the Indian printer has a substantial margin 
of advantage over his foreign competitors. Mr. Ascoli nieliiioned 
that the Government of India had found it cheaper to re-print War 
Office Manuals in India than to import copies, and also told us that 
British firms had printing work executed in Madras and sent out 
paper from England for the purpose. No good grounds have been 
given for supposing that the higher duties we propose will seriouslw 
prejudice the Printing industry, for the cost o? paper will go uji 
by 10 per cent, approximately and tbe increase in printing costs 
should be less than 4 per cent. 


* The landing charges are the same in both cases and are omitted, 
t The mills save about Ks, 15 per ton of paper in the cost of chemicals and 
imported pulp, owing to the rise in the exchange. 
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161. The probable effect on the Customs Revenues of the new 
duties can only be estimated approximately. 

_ Effect; of the protective anticipate that the higher duties 

Rtvennes. to any decrease on the total con¬ 

sumption of paper in India, though the 
growth of consumption may be retarded. If imports continued on 
the same scale as at present, an increase of Rs. 9 lakhs a year 
might be expected (i.e., Rs. 50 a ton on 18,000 tons), bnt it is 
more probable, at any rate after the first year, that the Indian 
production will displace part of the imports. The reduction in 
imports might be about 4,000 tons, and in that case the duty 
would be Rs. 140 a ton on 14,000 tons, i.e,, Bs. 19*6 lakhs instead 
of Rs‘ 90 a ton on 18,000 tons, Rs. 16*2 lakhs, an increase of 
Rs. 34 lakhs. A closer calculation is hardly possible, but even 
if allowance be made for a gradual increase in the Indian pro¬ 
duction at the expense of imports during the quinquennium, we 
believe that the increase in the Customs Revenue will go far to 
•cover the liabilities which Government may incur by the advance 
•or guarantee of capital to companies manufacturing paper or pulp 
from bamboo. 


162. We have now completed our review of the conditions 
affecting the Paper industry in India, and 
Final appreciation of the explained the measures which we consider 

protection. necessary. VVe have toiind that, ii the paper 

mills had to depend solely on sahai grass as 
their staple material, they could not in the long run hold their own 
in competition with imported paper, except in one region of Upper 
India. In bamboo, however, the Indian paper-maker has a raw 
material which is much more abundant and more widely distributed 
and holds out the promise of cheaper production. If cheap coal 
were to be found in all Provinces instead of in one restricted area, 
or if Indians potential resources in hydro-electric power were greater 
than they appear to he, the manufacture of bamboo paper might 
he firmly established in a very few years. As things are, the 
development of the Paper industry, as of several others, is likely 
to he retarted by the long distances which separate the raw materials 
from the supplies of power and fuel. Nevertheless, notwithstand¬ 
ing this natural disadvantage, Indian’s abundant supplies of 
bamboo are likely to become the basis of a considerable industry, 
capable not only of meeting the country’s requirements of paper, 
l)ut of exporting substantial quantities of paper pulp. If the 
world prices of paper were likely to remain at their present level, 
it might he many years before Indian bamboo could profitably be 
developed as the raw material of pulp and paper. But the rapid 
diminution, both in Europe and America, of the supplies of coni¬ 
ferous wood suitable for pulpina* justifies a belief that an increase 
in the price of paper is inevitable, though it may. be. slow. It is 
this most important factor which makes it worth while for the 
Government of India to take action now to assist the manufacture 
of paper from bamboo. But the situation demands careful hand- 
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ling‘, both becuiTse the increase in world prices may come about 
slowly and becauvse there is much preliminary .work still to be done 
befoz’e the process of manufacture most likely to lead to cheap 
prodiudion can be determined, and C'osts reduced to ii minimum, 
by perfecting the processes in all their details. An immediate and 
final decision in faTour of protection might lead to a premature 
development entailing great expense to the tax-payer or a heavy 
burden on consumers of paper for a number of years. What is 
essential at present is that the manufacture of bamboo paper should 
})e continued, and the exploratory work be completed, vso that when 
the opportunity comes it will not be necessary to spend years on 
investigation befo3?e the development of the industry can begin. It 
is on this brusis that our ]:>roposals have been drawn up. 


163, In effect what we propose is that the consumers of the 
commoner* kinds of printing and writing 
Oftiieval effect of the paper should forego for the next five years 
provosa s ma o, advantage the^^ derive from, the rise in 


tile rupee sterling exchange from Is. 4d. to 1^. 6d. In addition we 
have recommended that Government should assist the induvstry by 


taking upon its own shouldens the liability for the additional capital 
which muvst be found if the possibilities of the two alternative 
processes for making bamboo pulp are to be fully explored. When 
account is taken of the i.TVcreased revenue likely to be drawn from 
the Customs duties on paper, and the value of the fixed assets which 
would be pledged as security for i»he Government loan or guarantee, 
it seems probable that at the eu(l of five years, even if the manii- 
facture of bamboo pulp and paper were finally abandoned, there 
would be no actual loss to the tax-payer. We believe that the 
advantages likely to accrue from the eventual establishment of the 
manufacture of bamboo paper and pulp as a considerable industry 
are sufficient compensation for the temporary sacrifice which the 
country is asked to make, and we are satisfied that nothing less 
will suffice to secure the objects in view. The issue which the 
Government of India and the Legislature will have to decide is 
(dear and well defined. If no assistance is given, it is probable 


that the manufacture of paper in India will ceavse, with a some¬ 
what remote prospect of revival when wood pulp has grown very 
dear. The question for decision, therefore, is whether it is worth¬ 
while to keep the industry going at what in all the circumstances 
is a moderate cost, or whether it must be left to its fate. For our 
own part we feel strongly that the disappearance of the industry at 
the moment when the use of bamboo opens up fresh avenues of 
development in the future would be very regrettable, and we believe 
that the proposals we have made are in accordance with the 


national interest. 


164, It would be ungracious if. in bringing to a conclusion a 
4 , A 4.1 somewhat laborious enquiry, we did not 
^ ^ more acknowledge the help we have 

received from the witnesses who gave 
evidence. Qnr demands for information imposed a heavy burden 
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on tlie applicants for protection, and we are grateful for the 
readiness and courtesy with which they were met. To the India 
Paper Pulp Company we are particularly indebted for the care and 
thoroughness with which their written evidence was prepared and 
for the information ^they were able to supply as to the cost of paper 
and pulp manufacture in Europe. Amongst those who gave evi¬ 
dence as consumers of paper or as opponents of protection we would 
single out the Calcutta Paper Traders' Association, whose written 
statement was most helpful in enabling us to appreciate the condi¬ 
tions prevailing in the Indian paper market. Finally, we are under 
a deep obligation to Mr. Pearson and Mr- Haitt of the Forest 
Ilesearch Institute at Dehra Dun, Avho have devoted many years to 
the study of paper and pulp manufacture in India and were in a 
position to supply very valuable information. We have not hesi¬ 
tated to form our own judgment on all the issues that came 
before us, but there are aspects of the case with which we could 
hardly have dealt at all, had we not had at our disposal the results 
of their labours. 

165. The hearing of the evidence in the various enquiries 
Kecommeudations iiTianL entrUvsted to the Board by the Resolution of 
mous, though Report the Government of India in the Commerce 
fligned by two Members Department, No. 38-T, dated the 10th April 
1924, was coi^cluded at the end of December 
1924. During rlanuary and February 1925, the Reports on Cement, 
Printer's Ink and Magnesium Chloride were completed, and after 
a full discussion of the issues involved in the claim to protection 
for the Paper and Paper Pulp Industries, the Board arrived at un¬ 
animous conelusions. Our colleague, Mr. Ginwala, was compelled 
on grounds of health to take leave out of India at the end of Feb¬ 
ruary, and it was impossible before his departure to draft our 
Report on Paper. In these circumstances, we drew up and signed 
on the 26th February a summary of our recommendations, which 
is printed as an Annextire to this Report, The recommendations 
placed before the Government of India have, therefore, the un¬ 
animous support of all the Members of the Board, although in 
drawing up the Report in which they are explained and justified 
we have not had the advantage of Mr. Ginwala's co-operation and 
criticism. For the manner in which the facts have been presented, 
and the varioms aspects of the case reviewed, the responsibility is 
ours alone. But whilst writing the Report we have had constanth 
before our minds the discussions which took place before 
Mr. Ginwala left us, and onr endeavour throughout has been to 
adhere closely to the general line of ^argument which was settled 
by the Board as a whole- 

G. RAINY— President, 

V, G. KALE— Member, 

G. C. F. RAMSDEN—.Secretary. 

5tJi, 1925, 
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ANNEXXTEE,. 


Su'mmary of the BoorcVs Recominendations* 

The proposals which we desire to submit to the Governiiient of 
India may be summarised as follows : — 

(1) In order that possibilities of the manufacture of paper in 
India from bamboo may be fully explored, the Government of 
India should provide the capital required—about Bs, 10 lakhs— 
in order to enable the India Paper Pulp Company to increase the 
output of its mill at Faihati from 2,500 to 5,000 tons a year. This 
might be done either by an advance of capital secured by mortgage 
on the fixed assets of the Company, or by the guarantee, in respect 
both of principal and interest, of a public issue of debentures. 
We prefer the latter alternative, because it would permit the im¬ 
mediate participation of Indian capital in the enterprise. 

(2) We recommend that the payment of interest should be 
waived during the first two years, if the capital is advanced by the 
Government of India, or in the alternative, if the capital is guaran¬ 
teed, that the interest due to the debenture holders should actually 
be paid by the Government of India, irrespective of the ability of 
the Company to meet these charges. 

(3) The India Paper Pulp Company use the sulphite process for 
the manufacture of paper. There is an alternative process which 
has not yet been applied to bamboo on a commercial scale, viz,, the 
•soda process, and it is desirable that its possibilities also should be 
fully investigated. The Carnatic Paper Mills, Limited, apparently 
intend to make paper from bamboo by the soda process, but at 
present their equipment is incomplete, and they are not in a position 
to commence manufacture. At the stage which this project has 
reached, it is not possible for us to make a definite recommendation, 
but it is desirable that this scheme should be examined by the 
technical advisers of the Government of India, and that, if the 
Company are able to show reasonable prospects of success, they 
should be assisted to raise the additional capital required in the 
same manner as the India Paper Pulp Company. 

(4) We think that the total capital in respect of which the 
Government of India will incur liabilities may reasonably be 
restricted to Bs. 20 lakhs in all. 

(5) We recommend that in place of the existing 15 per cent. 

valorem duties on printing paper and writing paper a specific 

duty of 1 anna a Ih. should be imposed on all writing paper, and on 
nil printing paper other than ^ newsprint ’ containing 65 per cent. 
‘Or more of mechanical pulp. 

No change is proposed in the duties on other kinds of paper. 

G. BAINT —Presidents 


G. C- F. BAMSDEN— Secretary, 
Fehrttary the 26th, 1925, 


P. GINWALA 1 
V. G. KALE f 


Member, 




APPENDIX I. 

Capacity and output of the five principal Indian P aper niille. 



1'his Company has not given its output for any year aftep 1918-19» 




Analysu of the Works Costs of the Indian Paper viills. 
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Ibis figure iuciudes both piiinary and auxiliary materiala. 




Analysis of the cost of sabai grass used by the Indian Mills, 
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APPENDIX IV. 

Note on the quantity of subai grass required to make a ton of 

'paper. 

The Board spent some time during this enquiry in investigating 
the proportion of the various raw materials required to make a 
ton of pulp of paper, and especially salmi grass. All the evidence 
was to the eifect that 3 tons of sahai grass was required to make a 
ton of paper, provided no account was taken of the weight of the 
sizing and loading materials added. But the Titaghur Mills and 
Mr. Ilaitt, the Government Cellulose Expert, divided the wastage 
differently as between pulp manufacture and paper manufacture. 
If the grass as it rea(.‘hes the mill is taken as 100, the figures are 
as follows: — 

Grass. Pulp. Paper. 

According to the Titaghur Mills . . 100 44-4 33*3 

According to Mr. Raitt . . . 100 40 33*3 

The point is to some extent an academic one because "^ahai grass 
pulp is not manufactured for sale, and as it renmins moist through¬ 
out the process of manufacture, the exact quantity produced can 
only be estimated. It would seem, however, that Mr. RaitCs cal- 
(•ulation is the more acceptable. Tlie Titaghur representatives who 
gave oral evidence informed us that the loading and sizing materials 
on the average made good the wastage between pulp and paper. 
But it hardly seems possible that these materials should amount tf> 
25 per cent, of the weight of the finished paper as it leaves the mills. 
According to Mr. Itaittks calculations, the wastage between pulp and 
paper is only 16| per cent,, and the loading and sizing might be 
near this figure, 

2. An examination of the works costs of the grass mills confirms 
the view that the quantity of sabai grass required to make a ton of 
pulp <-annot be as low us 2| tons in the ordinary practice of the 
mills. In 1923-24 the Titaghur Mills lused 5,964 tons of imported 
pulp in the production of 15,036 tons of paper. If allowance is 
made for 10 per cent, moisture in the imported pulp, the quantity 
of imported pulp used comes down to 5,368 tons, which is 35*6 per 
cent, of the weight of finished paper. The corresponding figures 
for the Bengal Mill are 2,580 tons of imported pulp (2,322 tons if 
allowance is made for the 10 per cent, moisture) to produce 6,565 
tons of paper, and the percentage is 35*4. It is assumed, in accord¬ 
ance with the evidence, that the wa.stage of fibre between pulp and 
paper is in fact made good by sizing and loading materials. On that 
basis, the cost of primary materials per ton of paper, as given by 
the mill, can be scrutinised. Other thing's besides grass are included 
under primary materials, e,g,, rags, jute, hemp and waste paper, 
but as they are used mainly for the cheaper kinds of paper, it must 
be presumed that they are leSvS expensive than sahai grass. Their in- 
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elusion cannot, therefore, make the cost of primary materials higher 
than the cost of sahai grass alone, though it may make it lower. 
'The cost of primary materials can, therefore, be treated as the cost 
of sahai grass without any danger of exaggerating the figures. 
These are tabulated below ; ^ 


— 

Cost of 
primary 
materials 
per ton of 
paper, using 
35 per cent, 
imported 
pulp. 

Equivalent 
cost if no 
pulp had 
been used- 

Equivalent cost of sahai 
grass per ton according to 
the quantity required 
to make^a ton 
of paper. 

Tons. 

2i 

Tons. 

2i 

Tons. 

2| 

i 

Tons* 

3 


Rs. 

; Rb. 

Ra. 

Rs. 

Rs. 

Rs. 

Titaghur Mills, 1923-24 

119 

183 ! 

SI 

73 

67 

61 

Titaghur Mills, April to Sep¬ 

124 

191 

85 

76 

69 

64 

tember 1924. 







Jlengal Mill, 1923 

102 

157 

70 

63 

57 

52 


The Titaghur Mills gave the cost of the grass collected in 1922-23 
as Its. 60 a ton, and in 1923-24 as Es. 70 a ton. The Bengal Mill 
-cost in 1923 was a little below Es. 60 a ton. The inference from 
the figures would seem to be that if the cost of primary materials 
is taken as equivalent to the cost of sahai grass, the mills have 
been using not 2^ tons to make a ton of paper, but 2| tons. If, 
on the other hand, ’ the cost of sahai grass is taken (as it ought 
^to be) as higher than the average cost of all primary materials, 
the mills must have been using nearly 3 tons of grass per ton 
of finished paper. If the weight of the sizing and loading mate¬ 
rials is taken as one-sixth of the weight of the paper, then 3^ 
tons of grass are required to make a ton of paper before these 
materials are added, which would be equivalent to a 28 per cent, 
yield instead of a 33 per cent, yield. In the text of the Eeport 
it has been assumed that 2| tons of grass are necessary to pro¬ 
duce one ton of finished paper, taking into account the weight 
of the sizing and loadings which is customary for the kinds of 
paper made in India. It ought to he possible to work at this rate, 
hut apparently the mills have not succeeded in attaining it in 
ihe last two years. 
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APPENDIX V, 


Estimated cost of mannfaciaring hnrnboo 



Mill at Cuttack. 

Mill xeak 
C ltlTTAGOya. 


S,0C0 tons 

{<Jry). 

10,000 tons 
(*-y). 

6,000 tons 
(‘Jry). 

BAmtoo ..... 

300 

32-6 

4-1-0 

Chemicals ...... 

3''-0 

36 0 

49-4 

Coal ....... 

Labour 

Saperiutendfiice . . . * . 

22’5 

^ 20*0 

22-5 

12-0 

33*7 

^ 16-8 

( 5-5 

Bepairs. 

.50 

60 

8*8 

Miscellai c )u3 ...... 

10-0 

90 

■ 

3*8 

Margin for contingencies . . . 

14*6 

13*2 


Total VTorks Costs ..... 

138*1 

130-2 

162-0 

Head Office expenses and Agents* reinniiera* 
tion. 

i 

nil 

fiil 

7-2 

Interest on working capital 

4-5 1 

3*8 

3*5 

Depreciation. 

21-9 1 

13*8 

27-1 

AlUln cost 

1636 

l‘-7-8 

I 

199-8 

Return on fixed capital .... 

27-2 

16-8 

36-0 

Freight to Calcutta . . . • 

19'0 

1 

19-0 

1 

120 

Fair selling price. 

209-7 

183-6 

247-8 


In the comparative table, recent estiniatevS of the cost of manufac¬ 
turing bamboo pulp in India have been tabulated. The first two 
eolninns are the alternative estimates prepared by Mr. Baitt for 
a mill at Cuttack, according as its output was 5,000 tons or 10,000 
tons. The third column contaims the estimate of the India Paper 
Pulp Company for a 6,000 ton mill near Chittagong. In order 
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that the ostimates might bo (jomparable, the interest on working 
capital has been taken at per cent, and the return on fixed 
capital at 8 per coni, in all three estiinatevS. 

2. The estimate of the cost of bamboo at Cuttack appears unduly 
sangiiine, at any i*ate for the early yt^ars of manufacture. Tluj 
diftieulty the India Paper Pulp Company have found in extracting 
sufilciont quantities of bamboo from the Kasalong reserve shows 
clearly that the cost may prove far higher than was originally anti- 
<‘ipated. It is unsafe to lake the cost of bamboo per ton of pulp at 
less than Its. 50, even when the mill has been working for four oi‘ 
five years. 

:>. Cuttack, wlieic the soda process will probably be used, has 
an advantage of Rs. 18 a ton in the cost of chemicals. It is to be 
remembered, however, that the application of the soda process to 
bamboo is still at the experimental stage, and it is impossible to 
be snre that it will eventually prove cheaper than the sulphite 
pi'ocess in this respect. The Chittagong figure of Its. 19 is conser¬ 
vative and may be bettered. 

4. The consumption of coal is taken at tons per ton of pulp 
in all three estimates, but wherefis a.t (.Chittagong it is proposed to 
use the very best Sibpur coal, the coal at Cuttack will come from 
the new Talclier field only 65 miles away. It is not safe to reckon 
on less than 2 tons of (*oal per ton of pulp at Cuttack, but owing 
to the fall in the price of f‘.oal/inee 1923, the figure of Rs. 22-5 
taken on the Cuttack estimates is still sufficient. Under this head 
Cuttack has an advantage of Rs. 10 a ton. 

5. In the Cuttack estimate the costs of ^ labour ^ superinten¬ 
dence ^ and ‘ repairs ’ are ]n“obal)ly under-estimated, but a high 
figure is taken for ‘ miscellaneous The Chittagong figures for 
^ labour ’ and ' repairs ^ also appear to be sanguine. 

(I. The provision in the Cuttack estimates of a margin for con- 
• tingencies seems to be sufficient to cover all under-estimating except 
under the head “ cost of bamboo which must be increased by 
Rs. 20. The Cliittag-ong estimate should be raised by Rs. 6 under 
the (iosl of bamboo ’’ and by Rs. 5 as a margin for contingencies. 

7, The total works costs, with the additions mentioned in 
paragraph 6, become— 



Rs. 

Cutta(.*k (5,000 tons) . 

158 

(]!uttack (10,000 tons) 

150 

C'liittagong (6,000 tons) . 

173 


The higher costs at Chittagong are asoribable almost entirely to 
coal. 

8 . The figure of Rs. 7 for ^ Head ofli(‘e expenses ’ and 
‘ Agents^ remuneration ’ is a reasonable one. An addition of this 
amount must be made to the (Cuttack estimates for a 5,000 ton 
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mill, which contains no specific provision of this kind. A sum of 
Rs. 5 vshould suifice in the case of the 10,000 ton mill. 

9. The fixed capital expenditure on the three mills has been 
estimated as follows : — 

Estimated flawed capitM ea^penditure. 


Cuttack (5,000 tons) 
Cuttack (10,000 tons) . 
Chittagong (6,000 tons) , 


'otfll 

lakha. 

Pc>r ton of output. 


Ea. 

17 

340 

21 

210 

27 

450 


The India Paper Pulp Company, having recently erected a mill at 
Naihati, are in a position to form a much closer estimate of the 

fixed capital expenditure involved in the erection of a pulp mill, 

than Mr. Raitt could do. The cost of the 5,000 ton mill cannot 
be taken at less than Rs, 25 lakhs, and the 10,000 ton mill at lesa 
than Rs. 30 lakhs. 

10. The allowance for depreciation in the Cuttack estimates 
must he increased as follows : ^— 

5,000 ton mill—^E,s. 22 to Rs. 31, z.e., hy Rs. 9. 

10,000 ton mill—lis. 14 to Tls. 19, x.c., hy Rs. 5. 

11. With the modifications indicated in paragraphs 6, 8 and 10 


the alRin costs become— 

Es. 

Cuttack (5,000 tons) . 

199-5 

Cuttack (10,000 tons) . 

177-8 

Chittagong (6,000 tons) 

210-8 


12. The return on fixed capital must be raised in the Cuttack 
estimates as follows : — 

5,000 tons Rs. 27 to Rs. 40, by Rs. 13. 

10,000 tons Rs. 17 to Rs. 24, i.e., hy Rs. 7. 

13. The railway freight from Cuttack to Calcutta at Rs. 19 a 
ton seems extraordinarily high, and probably a reduced rate on 
waggon-loads would be obtainable. 

14. In view of the modifications vsuggested in paragraphs 6, 8,. 
10 and 12 the fair selling price at Calcutta becomes— 

Rs. 

Cuttack (5,000 tons) ...... 258'7 

Cuttack (10,000 tons) ...... 220-6 

Chittagong (6,000 tons) ..... 258*8 
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15. If tlie export of pulp is wliat is contemplated, the pulp mill 
should not have a smaller output than 10,000 tons. It is there¬ 
fore the estimate for the 10,000 ton mill at Cuttack that is ini* 
portaiit. In competition with a similar mill at Chittagong it 
would have an advantage of Es, 10 or Ks. 12 a ton in the Calcutta 
market on account of the lower cost of coal. For export purposes 
the two mills would be practically on an equality, for the freight 
from Chittagong to Calcutta would be eliminated. Except in the 
cost of coal it is not demonstrable that Cuttack has any substantial 
advantage over Chittagong. 

16. The figures suggest that a favourably situated mill with a 
capacity of 10,000 tons might, after three or four years’ working, 
when its initial difficulties had been overcome, ship bamboo pulp 
for export at about Es. 220 a ton f.o.b. and still make a reasonable 
profit. It is not suggested that Es. 220 a ton is the lowest figure 
attainable. Eventually the cost of production may be lower, and 
even considerably lower, but this is all that is fairly in sight at 
present. 
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APPENDIX VI. 

Note on the equipinent of the grass mills in Bengal, 

In several paragraphs of the Report (see paragraphs 68, 69, 75, 
118, 125, 128, 140, 155) allusion has been made to the fact that the 
plant and machinery of the grass mills in Bengal is not up-to-date, 
and that the cost production is increased thereby^ The point could 
only be discinssed fully by persons povssessing the requisite technical 
experience, but it is desirable to explain briefly the reasons which 
influenced the Board in forming their opinion. In the first place, 
there is the undoubted fact that the coal consumption at Kankinara 
is too high and at Raniganj is much w'^orse, while even at Titaghur, 
where the steam plant has been renovated since the war, it does not 
compare very favourably with the consumption at Naihati. But it 
is not only the steam ecpiipnient u^hich has become obsolete. When 
Mr. Carr was giving evidence for the Bengal Paper Mill Company 
in December 1924, the point was put to him that the coal consumption 
suggested that the steam plant at Raniganj was not all that it 
should be, and his answer was—TJnqnestionahly we could improve 
it, but if we were to make it to-day, I don't think that it w^ould stand 
very high in our list of improvements." The position, therefore, 
ivS that the management of a mill which is striving to reduce its 
coal consumption to six tons per ton of paper—at least one ton more 
than ought to be necevssary—does not regard the renovation of the 
steam plant as very urgent, because there are so many other improve¬ 
ments which are more urgent. The inference clearly is that the 
whole plant is very far from up-to-date. 

2. There are other facts which suggest that the high costs in 
the grass mills are due in part to the plant and machinery. The 
^ breaker ' equipment of all of them must be regarded as obsolete 
(see paragraph 11 of the Report), and this nieaiis unnecessar}^ ex¬ 
penditure on coal and labour. In addition many of the paper 
machines in the mills are old, some of them having been taken over 
from earlier mills, now defunct. It may be true, as was sug¬ 
gested in the evidence, that a paper mac^hine may have a long and 
useful life, provided minor improvements are introduced from 
time to time so as to keep abreast of new inventions. But for many 
years before the war the mills w^ere hard put to it to keep their 
heads above water, and could spend little on renewing their plant 
and machinery. Tjarge sums have been spent for this purpose since 
the war out of war profits, hut admittedly these have not sufficed 
to do all that is required. 

3. The Titaghur Company has spent on the Titaghur mill most 
of the funds available for improvements, and the Kankinara mill 
is inferior in several respects, e,g., the absence of a soda recovery 
plant and the inefficiency of the boiler plant. But whereas the 
Kankinara mill is well laid out, and the arrangement of the plant 
is such as to facilitate cheap production, this is not the case at 
Titaglnir. The members of the Board vivsited both mills in August 
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1924, and the impression produced on the minds of all of them 
was that the grouping of the various sections of the plant at Tita- 
ghiir left much to be desired, and that it was exceedingly difficult 
to follow the sequence of the various manufacturing processes. 
This defective arrangement may be due to the fact that the lay¬ 
out of the buildings was not originally intended for a paper mill, 
and the representatives of the Company stated, when giving oral 
evidence in December 1924, that the arrangement was now much 
better than it had been formerly, A further assurance was given 
that it might now be taken to be satisfactory^, but the members of 
the Board found themselves unable to assent to this conclusion. 

4. It was on aC(*ount of the reasons given above that the mem¬ 
bers of the Board formed the opinion that the high costs in the 
grass mills were due in part to the nature and arrangement of the 
plant and machinery. 
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APPENDIX VII. 

Proposed sections of the Tariff Schedules embodying the Board''s 

recommendations. 


— 

Per i 

1 

1 

Tariff 

Valuation. 

Duty. 

Paper and articles made of paper and papier 
mdcM, pasteboard, millboard and card¬ 
board, all sorts, and stationery, including 
ruled or printed forms and account and 
manuscript books, drawing and copy books, 
labels, advertising circulars, sheet or card 
almanacs and calendars, Christmas, Easter 
and other cards, including cards in book¬ 
let form, including also wastepaper and 
■old newspapers for packing except old 
newspapers in bales and bags, but exclud¬ 
ing trade catalogues and advertising cir¬ 
culars imported by packet, book or parcel 
post (wee No. 100) and also excluding the 
descriptions given below :— 

1 

Ad valorem 

Rs. A. P. 

15 per cent. 

Old newspapers in bales and bags . *, 

Printing paper— 

Cwt. 

) 6 8 0 

15 „ 

Chrome, marble, flint, poster and stereo 

Glazed and unglazed, containing not 
less than 05 per cent, of mechanical 
wood pulp— 


ad vcUorem 

1 

15 ,, „ 

l 

White or grey .... 

; lb. 

0 2 3 

15 ,, ,, 

Coloured ..... 


0 2 6 

15 „ „ 

Other sorts, w'hite or coloured 

packing and wrapping pajjer— 

Ib. 

Specific 

1 anna 

Nature brown and machine-glazed press¬ 
ings and machine-glazed wraj»j)iiigs. 

1 ” 

0 2 3 

15 per cent. 

Manilla, machine-glazed or unglazed, 
and sulphite envelope. 

1 

1 ” 

1 

0 2 9 

15 „ t* 

Kraft and imitation kraft . 

! 

»> 

0 3 3 

15 ,, ,, 

Other sorts, including tissues 

i 

1 

1 

ad valorem 

15 „ „ 

Writing paper, all sorts .... 


Specific 

1 anna 

^straw boards 

Cwt. 

i 

8 0 0 

16 fier cent. 
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Note on the pro'posed sections of the Tariff schedule. 

In the revised Tariff Schedule relating to paper the changes made have- 
been underlined* It will be seen that:— 

(1) No change has been made except as regards printing and writing; 

papers* 

(2) The existing duties on news 2 >rint are retained where the paper 

contains not less than 65 per cent- of mechanical wood pulp. 
It has been considered preferable to avoid using the term * news 
in the Schedule, The sole criterion to determine whether a 
particular hind of printing paper ought to pay the lower^ rate of 
duty is the percentage of mechanical wood pulp it contains, and 
the purpose for which it may be used is irrelevant. 

(3) Certain kinds of printing paper, specified in the revised Schedule,. 

remain subject to the present duties, 

(4) All writing papers and all printing papers (other than those speci¬ 

fied) which contain less than 65 per cent, of mechanical wood pulp 
become subject to a uniform specific duty of one anna a lb. 

2. In the course of the evidence a number of suggestions were made for 
the exclusion from the scope of the protective duties of various kinds of 
paper, and it is desirable that these suggestions should be noticed. In the- 
first place, the following packing and wrapping papers were mentioned:— 

Sulphite Envelope, Machine Glazed Pressings, Manillas, Krafts, Nature 
Browns and Tissues. 

All these are specifically mentioned in the existing Tariff Schedule and since 
all packing and wrapping papers will remain subject to the present duty,, 
it is needless to refer to them further.. Similarly, some of the papers sug¬ 
gested for omission are not classed as printing or' writing papers, and conse¬ 
quently will remain subject to the existing duties. These include :— 

Straw boards. 

Card board. 

Grease-proof paper. 

Gummed paper. 

Embossed Leatherette. 

Blue match paper, and 

Blotting paper. 

Of these items the only one which requires a word of explanation is blot¬ 
ting paper. It appears from the evidence that the better grades of blottings- 
are almost all English-made and sell at about 10 annas per lb., whereas the 
prices of country-made blotting paper range from 4 annas 6 pies to 4 annas 
9 pies a lb. Continental blotting paper is imported in small quantities for 
interleaving diaries, but it is said to be inferior to Indian blotting paper 
and does not seriously compete with it. For this reason a protective duty 
on imjwrted blotting paper is not proposed. 

3. The printing and w'riting papers suggested for exclusion by some of 
the witnesses are more important and require detailed notice. 

(1) Sitper-calendered paper. —Super-calendering plants have been installed 
both at Titaghur and Eaniganj, but only the former is in use at present.. 
Some of the witnesses complained that the quality of the super-calendered 
paper made in India was inferior, but there is no^^reason why it should not 
be made successfully. Super-calendered paper is imported in Substantial 
quantities; it already competes with Indian paper to some extent, and, if 
excluded from the protective tariff, would probably be used in substitution 
for other imported or Indian papers. It cannot, therefore, be omitted from the 
protective duties. 
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(2) Iniiiaiioth Art paiier.—This paper is not made in India at present^ 
but could be made. If it remained subject to the existing duty it would, 
owing to the difference in price, be imported in substitution for other papers 
and would then compete with Indian paper. It cannot be excluded. 

(3) Cariridne paper. —The cheaper qualities of this paper are made by the 
Indian mills. The price of the better qualities is such that a specific duty 
of one anna' a lb. will not amount to much more than 15 per cent. 

(4) Partly Mechanical papers .—Papers containing a proportion of 

mechanical pulp do in fact compete with the writing and printing papers made 
by the Indian mills, and especially with ‘ badami ’ paper. They cannot be 
excluded from the protective tariff unless the xjerceiitage of mechanical pulp is 
65 per cent, or more. A firm of lithograiihic printers in Bombay drew our 
attention to the fact that they imported from Norway a rough wood paper for 
jirinting the Holy Koran and that a similar paper was not obtainable in India. 
The c.i.f. price of the }>aper, which is a glazed is given at £20 a ton. 

Tf that he so, the percentage of meehanica] pulp must he highf and the paper 
jirobably contains more than 65 per cent. 

(5) Cover papers. —^These papers are used for the covers of scliool books, 
catalogues, journals, magazines, etc., and papers of this kind are made by 
the Indian mills. It is said that the quality and finish of the Indian papers 
are inferior, and that only a vei’y limited variety of colours is offered. These 
papers have not been excluded because there is no apparent reason why the 
Indian mills should not be able to produce satisfactory jiapor of this kind. 

(6) Coloured papers. —No good reason has been advanced for the exclu¬ 
sion of such papers, which are in fact made by the Indian mills. It would 
be unreasonable to exclude from the tariff papers of a particular kind merely 
be(;ause they were coloured and not white. 

(7) Litho papers. —It was alleged by iifchographie firms in Bombay that 
satisfactory Mifcho ^ paper could not be obtained in India, One mill, however, 
does ill fact supply litho paper to lithographers in Bengal. A wide variety 
of papers is used by lithographers and some of these bear welkunderstood 
trade names and (^an be readily identified, such as Chrome, Flint and Marble 
papers. . These have been excluded. Others cannot be so readily identified, 
and some of them do not differ much from the paper which is used by ordinary 
printers. The witnesses were unable to explain how ‘ litho ^ paper—or the 
better qualities of ^ litho ^ paper—could be defined for tariff purposes with 
sufficient iirecision to enable them to be excluded. For this reason it is not 
})ossible to exclude * litho ’ paxier from the protective duties. 

(8) Stereo paper.—This is a highly absorbent paper not made by the Indian 
mills. It has been excluded. 

(9) Poster paper. —This is a special paper which is smooth on one side 
and rough on the other, and can be readily identified. Its manufacture 
requires special plant, which none of the Indian mills at present possesses. 
It is better for its own purposes than any paper made in India, and it has, 
therefore, been excluded. 

(10) Art paper and Coated papers .—These papers are not made in India, 
and are not likely to be made for many years, if ever, _ They are expensive-— 
the prices ranging from 6d. a lb, upwards. The uniform specific duty of 
one anna lb. will amount to 15 per cent, or less on such papers. The 
same considerations also apply to the expensive Bond and Bank papers. 



